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urning a Withdrawal 
into a Profit 


EOPLE withdraw money from 
banks to spend it. 


Practically only one kind of a with- 
drawal for one kind of an expenditure 
can be turned by the bank into a profit. 
That is when a depositor takes out 
money to spend on a trip—any kind of 
a trip—weekend, business, motor, rail- 
road, cruise, domestic or foreign. People 
taking trips need American Express 
Travelers Cheques. They need them 
for safety’s sake. 


The prospect is already at the bank. 
He is a depositor. All that is generally 
needed to make him a Travelers Cheque 
customer is a reminder, a suggestion as 
to the risk of carrying cash and an offer 


to provide the Cheques. The Paying 
Teller is in the strategic position to 
make this sale. 


With Travelers Cheques in his pocket 
instead of cash, the customer leaves the 
bank feeling safer and grateful for the 
bank’s advice. The profit to the bank is 
one-half of one percent, with no red 
tape and no risk. It was the working 
out of the Travelers Cheque system by 
the American Express in 1891 which 
made this profit possible. 


Steamship tickets, hotel reservations, itineraries, 
cruises and tours planned and booked to any part 
of the world by the American Express Travel 
Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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THE CANADIAN BAN 
OF COMMERCE 


HEAD OFFICE: TORONTO 
Established 1867 


Statement of Condition on November 30, 1932 
Balance of Profit and Loss Account, brought for- These profits have been appropriated as follows: 
ward from last year.... $ 535,683.12 Dividends Nos. 180, aes, at twelve per cent. 
Profits for the year ending 30th November, full per annum............. . $1,800,000.00 
provision having been made for all bad and Dividends Nos. 182, 183, ‘at ten per cent. per 
doubtful debts 4,279, 424.00 annum ..... 1,500,000.00 
— Dominion and Provincial Government. taxes and 
tax on bank-note circulation............. 550,000.00 
Donations and Subscriptions Saneaxests 40,000.00 
Transferred to Pension Fund................... 255,607.36 
Written off Bank Premises.............. 150,000.00 
Balance carried forward 519,499.76 
$4,815,107.12 $4,815,107.12 
GENERAL STATEMENT, 30th NOVEMBER, 1932 
TO THE PUBLIC: LIABILITIES 
Notes of the Bank in circulation 22,507,358.91 
Deposits not bearing interest .... Gesivhasracnsdscsucbausawdeses+isenudecsaves $ 90,803,321.05 
Deposits bearing interest, including interest accrued to date.................... . 379,152,308.81 
Balances due to other Banks in Canada scales 1,883,861.88 
Balances due to Banks and Banking Correspondents elsewhere Pesuasueszesica 17,617,152.74 489,456,644.48 
Advances under the Finance Act 15,000,000.00 


Bills Payable . . 
Letters of Credit outstanding dee 


TO THE SHAREHOLDERS: 
Dividends Unpaid.. $ 8,938.45 
Dividend No. 183, 1st December 750,000.00 
Capital Paid Up 30,000,000.00 
Balance of Profits as per Profit and Loss Account scnieeucsives 519,499.76 


11,977.07 
12,060,707.20 


“$539,036,687.66 


61,278,438.21 


Gold and Silver Coin Current on hand . selsnusaansuunedsdiaaudadanuancas $17,520,567.75 

Gold deposited in Central Gold Reserves Pccussinadsnnhadcsasssinuesbxanevenenasese 8,000,000.00 $25,520,567.75 
Dominion Notes on hand 36,940,627.25 
Notes of other Banks 1,167,770.00 
United States and other Foreign Currencies sis ree 666,406.64 
Cheques on other Banks sesupebeuaieinpaciktsuecateddescesesaaadend 15,419,796.73 
Balances due by other Banks in Canada Sues aslasederSatnopienasaanien 11,699.04 
Balances due by Banks and Banking Correspondents elsewhere atnulaoaesedeteeds 24,804,811.26 


Dominion and Provincial Government Securities, not exceeding market alien 

Canadian Municipal Securities and British, Foreign and Colonial Public Securities, not exceeding market value 

Railway and other Bonds, Debentures and Stocks, not exceeding market value..... 

Call and Short Loans (not exceeding 30 days) in Canada on Stocks, Debentures and Bonds and other Securities of 
a sufficient marketable value to cover ices 

Call and Short Loans (not exceeding 30 days) elsewhere than in Canada on ) Stocks, Debentures and Bonds and other 
Securities of a sufficient marketable value to cover bdesgeusceasebuesastszasuavanes debens 

Deposit with the Minister of Finance for the purposes of the Circulation Fund 


Other Current Loans and Discounts in Canada (less rebate of interest) after making full provision for all bad and 

Other Current Loans and Discounts elsewhere than in Canada (less rebate of interest) after making full provision for 
all bad and doubtful debts 

Liabilities of Customers under Letters of Credit, as per contra 

Non-current Loans (estimated loss provided for) 

Real Estate other than Bank Premises 

Mortgages on Real Estate sold by the Bank 

Bank Premises at not more than cost, less amounts written off.. 

Shares of and loans to controlled companies 

Other Assets not included in the foregoing 


$600,315,125.87 


62,461,195.00 


42,070,483.67 


101,184,724.54 
24,776,834.78 
12,496,042.17 


31,195,964.65 


38,612,440.14 
1,250,000.00 


$314,047,684.95 
231,077,598.43 


15,836,308.22 
12,060,707.20 
2,770,963.14 
2,479,208.47 
2,614,403.84 
15,099,299.07 
3,997,588.68 
331,363.87 


$600,315,125.87 


JOHN AIRD, President S. H. LOGAN, General Manager. 
New York Agency: EXCHANGE PLACE & HANOVER ST. 
Agents: Cc. J. STEPHENSON R. B. BUCKERFIELD N. J. H. HODGSON 


735 Branches throughout Canada and other Countries. 


Branches outside Canada: Seattle, Portland, Ore.; San Francisco, Los Angeles, London, Eng.; Rio de Janeiro, Havana, 
Kingston, Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Mexico City, Newfoundland, and St. Pierre et Miquelon. 
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Progress 
Against the 1932 Current 


In 1932, Investors Syndicate continued its uninterrupted 
record of steady growth and conservative progress. 
Resources of Investors Syndicate totalled $50,473,090.35 
as of December 31, 1932, an increase for the twelve months 
period of more than 3'/ million dollars. At the same time, 
capital, surplus and reserves increased from $6,192,678.43 to 
$6,233,947.95. Cash, bonds and securities totalled $7,639,951.67, 
compared with $4,869,413.69 as of December 31, 1931. 
During 1932 Investors Syndicate paid to its Certificate 
Holders $3,624,690 in maturities, promptly when due as 
always. For 39 years Investors Syndicate has not defaulted 
for so much as a single day in payment of any obligation. 
To maintain this perfect record through 1932, the 
Company has neither been obliged to borrow any money, 


nor to sell a dollar’s worth of its assets. 


Our year-end financial statement, by S. H. & LeeJ. Wolfe 
of New York, auditors and actuaries, is just off the press. 
We will be glad to furnish you one or more copies upon 
request. 


INVESTORS SYNDICATE 


Founded 1894 
Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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To ASSUME the initiative in keeping the 
client continuously informed of the signifi 
cance of all developments affecting his bond in- 
vestments, and, to offer sound counsel on the 
course to pursue in each case is the function 
of Moody’s Bank Supervisory Service. 


After a year’s experience with this Service, a 
banker writes, “With Moody’s Service we 
feel that we have some one employed to serve 
our bank, who is equipped with every facility 
and experience to give us prompt and efficient 
instructions. We feel that our bond account 
is now receiving just as much attention as our 
note case. This we could not say before we 


availed ourselves of Moody’s Service.” 


Moody’s Bank Supervisory Service costs sur- 
prisingly little. We shall be glad to send you 
full information on how this Service may be 
applied to the management of your bond ac- 
count, if you will send your list of securities. 


MOODY S$ 


INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
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Behind the 


ECENT news has been replete with developments fav- 
orably affecting the status of bondholders. Among the 
municipalities, New York, Chicago and Detroit have 

been undertaking heroic measures to rebuild their credit 
standing, with appreciable success in the case of the first 
named; among the corporations, the chief borrowers, the rail- 
roads, have been doing better from a traffic and earnings 
standpoint, and bond and note holders have been co-operat- 
ing more whole-heartedly in meeting maturities; among the 
foreign governments, events have been uniformly heartening. 
German bonds swung violently upward as the certainty grew 
that the Reich’s creditors on reparation account had no de- 
sire to reconsider the Lausanne accord, while Argentine issues 
have benefited by the information that the government had 
no intention of applying for a suspension of interest pay- 
ments. 

Of great significance also were the pains taken 
by the Federal Reserve System to give public 
assurance that it was not going to reverse its easy 
money policy. In 1929 the public became used to 
hearing the Board comment adversely on the 
course of events; but up until the pronouncement 
on open market policy the public had not seen 
the Board go out of its way to reassure bankers, 
business men and investors. What the Board said 
was that it had been decided “that there should 
be no change in the System’s policy intended to 
maintain a substantial amount of excess member 
bank reserves, the continuance of which is 
deemed desirable in present conditions.” 

This decision is of importance in that it means 
that excess reserves are to be maintained at 
$500,000,000 or more. At that high level yields 
on short term securities will remain low, thus 
tending to drive idle funds into long term em- 
ployment. It is distinctly to the advantage of the 
bond market that the Federal Reserve’s open 
market policy decision should have gone the 
way it did. Since the System began in February, 
1932, to work toward easy money, following the 
five-month period of stringency after Great 
Britain left gold, member bank holdings of in- 
vestments expanded more than $1,500,000,000, 
of which slightly more than $100,000,000 was 
non-Government securities. A large volume of 
excess reserves brings about the most favorable 
condition for a continuance of the enlargement 
in member bank security holdings. 


TRADING INDICATIONS GOOD 


THIS series of events has been attended by a 
strong forward movement in United States Gov- 
ernment, municipal and corporate, domestic and 
foreign issues, which has caused prices to be car- 
ried ahead repeatedly to new high ground for up- 
ward of two years. Even one rendered doubly 
cautious by the fate of prophets in the last three 
years can say that the bond market has again 
given rise to hopes that it is fairly launched on 


Bond News 


the road to recovery with good prospect of completing the trip. 

Trading has had breadth and volume, and gains have been 
sharp and insistent. The whole unhappy episode which oc- 
curred in American finance after Great Britain abandoned 
the gold standard has been virtually liquidated, as witness 
what has taken place in United States Government issues. 
The 3 per cents were brought out six days before Britain 
forsook gold. Approximately four months after their issu- 
ance they were selling at 82 3/32. Of late they have climbed 
back nearly to parity, a level, incidentally, at which the issue 
has never sold in the open market. The 34s, whose low a 
year ago was 83, have worked back to par. Here is striking 
and gratifying evidence of an improved state of financial 
affairs. 

The case of United States Government issues, however, 
has been paradoxical. The Treasury is still run- 
ning a heavy deficit, totaling more than $1,600,- 
000,000 on its own and Reconstruction Corpora- 
tion account, and Congress is showing its cus- 
tomary indecision and delay in finding a way 
to increase revenue and decrease expenditure. 
Yet the Treasury’s short term issues have sold 
at record low yields, one of the issues of discount 
bills being bid in at an average rate of 0.09 per 
cent. 


FACTORS BEHIND THE STRENGTH 


WHAT is the explanation? In the first place, the 
financial fabric has toughened considerably in 
the last year, as reflected in the improvement in 
the banking situation. Also, there is an old adage 
that financial markets do not discount the same 
unfavorable factor twice; the unbalanced budget, 
in other words, is no longer so potent an under- 
miner of the Government’s credit. Since Novem- 
ber it has seemed evident that in the near future 
the Treasury can tap a very important source of 
revenue, namely, beer. Mindful of these influ- 
ences, one can see more readily why the apparent 
discard of the sales tax as a source of revenue 
has been received calmly by the markets, whereas 
last year its defeat created much consternation. 

The improvement in the Government’s credit, 
of which the true gauge is the return of the 314s 
to parity, carries with it an obligation. The long 
term market is now open to the Treasury, and 
use should be made of it, as Albert H. Wiggin 
has recently pointed out, to place the Federal 
debt structure in more stable condition. The vol- 
ume of short term debt is unduly large; the 
coupon borne by two issues of Liberty bonds 
callable this year is 414 per cent, a rate that is 
too expensive for the world’s strongest Govern- 
ment security. The direction which the Treasury 
should take is that leading toward longer ma- 
turities and lower coupons. After an interval of 
about a year and a half, it is now able to follow 
that course. 

The short term (CONTINUED ON PAGE 73) 
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IRVING 


Trust Company 


NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 4, 1853 


Statement of Condition, December 31,19 32 


RESOURCES 


Cash on Hand, and Due from Federal Reserve Bank and Other 


Banks 


$118,212,447.44 


Call Loans and Loans E — for Rediscount with Federal Re- 


serve Bank . 


4.1,053,549.16 


Short Term Securities . 28,698,255.16 
Loans Due on Demand or Within 61,562,010.36 
Loans Due jzotogoDays . . . + 36,903,240.29 


Other Loans . 


15,149,912.33 


Bank Buildings 
Other Real Estate 


26,329,500.00 
17355 50.00 


Customers’ Liability for Acceptances . «10,11 3,046.41 


Deposits . 
Official Checks 


Acceptances 


$553,810,67 3.68 


LIABILITIES 


$411,941,943.37 
6,576,836.92 $418,518,780.29 


11,721,523.60 


Reserve for Unearned Income, Taxes, Interest,etc . . . . 908,248.27 
Dividend Payable January 3,1933. . . . . . 2,000,000.00 


Capital Stock 
Surplus 
Undivided Profits 


$50,000,000.00 
5,000,000.00 
75412,121.52 
$112,412,121.52 


Reserve for Contingencies . . . 8,250,000.00 120,662,121.52 


$553,810,673.68 
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KEYSTONE—-UNDERWOOD 


AN indication that Franklin D. Roosevelt intends 

to keep himself informed on foreign affairs and to 

work to some degree in harmony with the Govern- 

ment was emphasized January 9, when he met with 

Secretary of State Henry L. Stimson for a long con- 

versation on the situation in the Far East and on 
other problems of foreign policy. 


of the month was the sudden 

death, on January 5, of Calvin 
Coolidge, 30th President of the United 
States. Mr. Coolidge, then the only liv- 
ing former President, died of a heart at- 
tack at his Northampton, Mass., home- 
stead, ““The Beeches.”” He was 60 years 
of age. His sudden passing was a severe 
shock, and brought dismay to the entire 
country. Congress immediately adjourn- 
ed, and the President proclaimed 30 
days of mourning throughout the nation. 


() tne month all other news 


BANKING 


ON January 5 Senator Glass opened the 
fight on the Senate floor for passage of 
his twice revised bank reform bill. The 


KEYSTONE——UNDERWOOD 


CALVIN COOLIDGE 


branch banking provisions of the mea- 
sure struck a serious snag four days later 
when, despite the assertion of its sponsor 
that the measure had the approval of 
President-Elect Roosevelt, Senator Huey 
Long opened a filibuster against it. 
Senator Vandenberg announced on 
December 26 that he would seek early 
action on his bill for partial guaranty 
of time deposits. The measure would 
guarantee, up to 75 per cent, savings 
deposits of 90 days’ duration or more 
in Federal Reserve member banks, as- 
sessing the cost against such deposits. 


In a statement issued January 5 the | 
open market policy conference of the | 


Federal Reserve indicated that the Sys- 
tem’s easy money policy would be con- 
tinued, a statement that was regarded 
as meaning that excess reserves of the 
member banks would be maintained 
around present levels of $600,000,000. 

Despite 1,400 failures in 1932, the 
banking situation has improved, accord- 
ing to the Treasury Department, which 
stated on January 4 that bank closings 
had tied up but $700,000,000 in 1932, 
against $1,691,000,000 in 1931. 

In his annual report Joseph A. Brod- 
erick, superintendent of banks in New 
York State, urged a number of banking 
reforms. Fifteen bills were introduced 
on January 10, in the Albany Legisla- 
ture by Senator John T. McCall, em- 
bodying his program. 

As a result of the debt payment on 
December 15 of $95,550,000 by Great 
Britain our gold position was restored 


Los ANGELES 


AND 
SOUTHERN 
CALIFORNIA 


OF LOS ANGELES 


More than $500,000,000 
Resources 


IS THE LARGEST AND 
LEADING FINANCIAL 
INSTITUTION 


Fully equipped to do every 
kind of banking and trust 
business with branches in 
61 communities, extending 
from Fresno and San Luis 
Obispo to Imperial Valley. 


“You Can Have 
An Income As Long As 
You Live”’ 


—a booklet which explains 
the Annuity, what it is, what 
it can do for you, what form 
is best adapted to your indi- 
vidual requirements. 


Let us send you a copy. 


Lire INSURANCE Comp, 
BOSTON, MASSACHUSETTS: 


Joun Hancock Inqumy Bureau 
197 Clarendon St., Boston, Mass. 
Please send me your booklet, “You Can 
Have An Income As Long As You Live.” 


A. B. A. J. 2-33 
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to the position existing before the heavy 
withdrawals of 1932. Total stocks as of 
December 21 were $4,488,000,000, as 
compared with a low of $3,909,000,000 
on June 15, a recovery of $579,000,000. 


Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


WASHINGTON 


FOLLOWING the debt defaults of 
France, Poland, Belgium, Hungary and 
Estonia and published communications 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


MAIN OFFICE 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1932 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers . . . 
U. S. Government Bonds and ne: 
Public Securities ... 
Stock of the Federal Reserve Bank . oa 
Other Securities ... 
Loans and Bills Purchased | 
Real Estate Bonds and Mortgages . . . 
Items in Transit with Foreign Branches . 
Credits Granted on Acceptances . 
Bank Buildings . . . 
Accrued Interest and Accounts Receivable 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 
11,233,494.33 


Capital. .... 
Surplus Fund . 
Undivided Profits 


Accrued Interest, Miscellaneous Accounts 

Acceptances... 

Liability as Endorser on ‘Acceptances and 
Foreign Bills .. . 

Agreements to Repurchase "Securities Sold 

Deposits . . . $1,018,967,670.00 

Outstanding Checks | 19,810, 547. 54 


CHARLES H. SABIN, Chairman 


DIRECTORS 


GEORGE G. ALLEN _. Vice-Chairman, British- W. A. HARRIMAN 
American Tobacco Company, ‘Limited, 
and President, Duke Power ‘Company 
J. HOWARD ARDREY. Vice-President 
W. W. ATTERBURY . . President, Pennsylvania 
Railroad Company 
EDWARD J. BERWIND Chairman of the Board, 
Berwind-White Coal Mining Company 
W. PALEN CONWAY Vice-President 
CHARLES P. COOPER ...... . Vice-President, 
American Telephone & Telegraph Company 
HENRY G. DALTON . . of Pickands, Mather 
& Company 

. of Davis Polk Wardwell 

Gardiner & Reed 


JOHN W. DAVIS . . 


HENRY W. de FOREST 
ARTHUR C. DORRANCE . President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP . . President, Berwind- 
White Coal Mining Company 
MARSHALL FIELD . . . of Field, Glore & Co. 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER President, 
Columbia Gas & Electric Corporation 


EUGENE G. GRACE President, 
Bethlehem Steel Corporation 


JOHN A. HARTFORD. . 
Atlantic & Pacific Tea Company 


DAVID F. HOUSTON . 
Life Insurance Company of New York 


CORNELIUS F. KELLEY 
Anaconda Copper Mining Co. 


THOMAS W. LAMONT 


CLARENCE H. MACKAY 
Commercial Cable-Postal Telegraph System 


RICHARD B. MELLON 
Mellon National Bank, Pittsburgh 


GRAYSON M.-P. MURPHY 


WILLIAM C. POTTER. 
LANSING P. REED. . 


GEORGE E. ROOSEVELT . 
CHARLES H. SABIN . 
MATTHEW S. SLOAN 
VALENTINE P. SNYDER 
EUGENE W.STETSON ... 
JOSEPH R.SWAN .. . 


STEVENSON E. WARD 
CORNELIUS VANDERBILT WHITNEY 


GEORGE WHITNEY . 
THOMAS WILLIAMS 


$ 197,891,874.27 
527,071,010.31 
79,865, 101.22 
7,800,000.00 
24,953,391.87 
456,157,496.34 
2,391,701.10 
7,972,124.51 
85,968, 777.36 
14,322,480.02 
6,393,017.22 


$1,410,786,974.22 


$ 271,233,494.33 


6,512,828.82 
85,968,777.36 


139,165.00 
8,154,491.17 


1,038,778,217.54 


$1,410,786,974.22 


WILLIAM C. POTTER, President 


of Brown Brothers 
Harriman & Co. 
President, The Great 


President, The Mutuai 
President, 


of J. P. Morgan & Co. 
President, 


President, 


of G. M.-P. Murphy & Co. 
. . President 


of Davis Polk Wardwell 
Gardiner & Reed 
of Roosevelt & Son 


Chairman of the Board 
New York 
Retired 

. Vice-President 


President, Guaran 
Company of New Yor' 
Banker 


janker 
of J. P. Morgan & Co. 
of |. T. Williams & Sons 


between President Hoover and Presi- 
dent-Elect Roosevelt, it became evident 
that no definite action would result at 
this session of Congress. 

The “farm parity” bill was reported 
favorably to the House on January 3. 
Its chances of passage had appeared to 
be diminished on January 11 when in- 
terested Congressmen began to load it 
down with protection clauses for other 
commodities than those originally pro- 
vided for. On the same date it was 
vigorously attacked by economists at 
Washington. However, mustering great- 
er Democratic support than had been 
predicted, the House passed the bill on 
January 12 by a vote of 203 to 151. 

Curtailment of veterans’ relief to 
those who actually sustained their disa- 
bilities in the war was advocated by 
Frank T. Hines, administrator of vet- 
erans’ affairs, on December 15 before a 
Congressional committee on veterans’ 


| benefits. On December 19, the United 


States Chamber of Commerce through 
its president, Henry I. Harriman, pro- 
posed reductions of $403,000,000 in vet- 


| eran expenditures. 


The Senate passed the Philippine In- 
dependence Bill without a record vote, 
on December 17. This was followed by 


| similar action on the part of the House 
| on December 29. The House vote was 


171-16. A veto of the measure by Pres- 


| ident Hoover followed on January 13, 


and within two hours the House had 


| overridden his veto by a vote of 274 to 
| 94. The Senate on January 17 passed 


the bill again by a vote of 66 to 26. 
The House of Representatives, which 


| last May defeated a 2.75 per cent beer 


bill 228-168, voted 230-165 on Decem- 


| ber 21 in favor of the Collier Bill legal- 


izing 3.2 beer. 
It was the first decisive wet victory 


| in Congress in 15 years. Its effects were 


offset two days later, however, when the 


| Senate defeated a proposal for imme- 


diate consideration of the Bingham Bill, 
by a vote of 48-23. Senator Robinson, 
who led the fight on this measure, de- 
clared that he did it merely “to prevent 
undue haste.” On January 13 the Blaine 
subcommittee of the Senate Judiciary 
Committee agreed on modifications and 
a redraft of the bill, and cited 3.05 beer 
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KEYSTONE—UNDERWOOD 


Col. E. M. House, advisor to President 
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Wilson on foreign affairs, recently con- | 


ferred with Mr. Roosevelt, presumably 
on various matters of foreign policy 


and light wines. This action was ex- | 


pected to assure agreement between the 
Senate and the House at this session. 


On January 5 a resolution favoring | 


repeal of the Eighteenth Amendment, 


but reserving to the Federal Govern- | 
ment control over the sale of intoxicat- | 


ing liquors was favorably reported by 
a subcommittee of the Senate Judiciary 
Committee; and on January 9 it was 
reported out by the full committee by an 
11-5 vote. 


On December 27 word from Albany, | 


New York, was to the effect that Gov- 
ernor Roosevelt was opposed to the sales 


tax. Four days later he announced that | 


he had called a conference of Demo- 
cratic Congressional leaders for January 
5 at his home in New York City to 
discuss the budget, beer and farm re- 
lief. 

Following the Roosevelt conference it 
was announced that the President-Elect 
favored a beer tax and a 50 per cent 


increase in income taxes in the lower | 


brackets to balance the budget. How- 


ever, a day later, following indications | 


of a threatened revolt in Washington, 
Mr. Roosevelt denied that any such 
agreement had been reached, and other 
members of the conference said it had 
not gone beyond the “suggestion stage.” 

On January 9 it appeared from un- 
authorized versions of the Democratic 
program that it would adhere mainly 
to a beer tax and “radical reductions in 
expenditures.” 

In a special message, January 11, Mr. 
Hoover urged immediate revision of the 
bankruptcy laws so that imminent bank- 
rupts could ask the Federal courts for 
permission to readjust their affairs with 
their creditors. He declared that the 
process of (CONTINUED ON PAGE 64) 


I. Back of cage hold-up 
2. Early morning hold-up 

3. Daytime vault, (reserve chest) hold-up 
4. Employees locked in the vault hold-up 
5. Safe deposit vault hold-up 

6. Night kidnapping hold-up 

Lobby hold-up 

8. Single teller hold-up 


O ONE single measure of protection will answer for all of 
these forms of hold-up attack. Bandits choose the one for 
which you are most vulnerable. They will pick on your‘‘weak spot.” 


@ The basic principles of Diebold bank hold-up protection are to 
reduce to the minimum the amount of money openly exposed; sur- 
round surplus sums with adequate physical protection guarded 
by silent signal, remote or delayed control locking mechanisms; 
and provide a harmless means of driving the bandits from the 
bank without danger of depositors and employees being injured 
by gun battles. 


@ Let us analyze your hold-up risks in the light of the Diebold 
Eight Point Bank Hold-up Protection Plan. You may be exposed to 
one attack . . . you may be exposed to all. There is no obligation. 


Long known as a leading bank vault manufacturer, 
Diebold offers complete protection for records, 
money and wealth from fire, burglary and banditry. 


DIEBOLD 


SAFE & LOCK C6O., Canton, Ohio 


Over Seventy Years of Protection Service 


/DAYLIGHT 
HOLD-UP 


This emblem tells 
the world you han- 
dle your money and 
securities beyond 
the bandits’ reach 

. relieves your 
“hold-up worries.”’ 


DIEBOLD SAFE & LOCK CO.—Bank Protection Division—Canton, Ohio. 
( ) Please furnish us details of your “Eight Point Bank Hold-up Protection Plan.”’ 


Bank_ Officer. 
City. 


State. 


| Be You May be Held Up 
| 
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CONTINENTAL ILLINOIS NATIONAL 
BANK AND TRUST COMPANY 
OF CHICAGO 


Statement of Condition, December 31, 1932 


RESOURCES 

CASH AND DUE FROM BANKS. ; ; ; $254,080,213.92 
UNITED STATES GOVERNMENT SECURITIES : . -78,317,999.20 
OTHER BONDS AND SECURITIES . . . 90,202,341.48 

LOANS: DEMAND . . $119,816,909.65 
TIME . . 225,182,249.81  344,999,159.46 
STOCK IN FEDERAL RESERVE BANK . ; . ; 4,200,000.00 
CUSTOMERS’ LIABILITY ON ACCEPTANCES ; 7,506,087.10 
OTHER BANKS’ LIABILITY ON BILLS PURCHASED . ; 310,092.46 
INTEREST ACCRUED BUT NOT COLLECTED ; ; 2,740,768.28 
BANK BUILDING . : . 14,700,000.00 
OTHER RESOURCES , ; 783,350.12 
$797,840,01 2.02 


LIABILITIES 


CAPITAL STOCK . ° . $ 75,000,000.00 
UNDIVIDED PROFITS ‘ ‘ 3,741 ,809.32 
RESERVE FOR DIVIDEND PAYABLE JANUARY 2, 1933 1,125,000.00 
RESERVE FOR TAXES AND INTEREST. 9,930,992.99 
DEPOSITS: DEMAND __. . $489,595,282.91 

TIME . 183,528,320.53 673,123,603.44 
ACCEPTANCES. ; ‘ 8,154,424.97 
OTHER BANKS’ BILLS ENDORSED AND SOLD . ‘ 310,092.46 
DISCOUNT COLLECTED BUT NOT EARNED . ‘ ‘ 670,738.72 


The capital stock of the Continental Illinois Company, held in trust 
for the stockholders of the Continental Illinois National Bank and Trust Company of Chicago, 
is not included in the above figures 
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The Engineer 


in Banking 


ITH all that is being said about 

\\) engineers and engineering, tech- 

nicians and technology, it can be 
stated with a basis on fact, that as bank- 
ing emerges from the depression the 
engineer is finding a more definite and 
perhaps permanent place in financial 
organizations working closely with in- 
dustry. 

This trend, evident during the 20’s, is 
becoming more pronounced in the early 
30’s. Scientific developments and the 
widespread use of machinery in indus- 
try have brought this about, and bank- 
ers are utilizing engineering experience 
to help in safeguarding loans and in re- 
habilitation work among industrial cus- 
tomers affected by the depression. For 
the most part, of course, the engineer 
is engaged by bankers on an advisory 
basis. Here and there financial institu- 
tions have established engineering de- 
partments. And in some instances, bank- 
ers themselves who were schooled in 
engineering are utilizing this earlier pro- 
fessional training in their banking ac- 
tivities and relations with industry. 


“BY EDUCATION AND INSTINCT—” 


BANKERS and engineers have always 
stood on common ground although they 
may not have realized it fully. The 
engineer deals with material things and 
natural forces, and it is his business to 
make useful applications of science and 
scientific methods to the work of the 
world. His mental machinery is geared 
for analysis and quick decision, and 
he has developed from the measurer or 
surveyor into the roles of creator and 
director. Some authorities trace this de- 


velopment back to the coming of the 
railroads with their complicated prob- 
lems of construction and operation com- 
bined with those of finance, and the 
classic definition of F. H. McHenry still 
applies: “Engineering is the art of mak- 
ing a dollar earn the most interest”. 

The engineer, like the banker, must 
be to mathematics born. He reasons, 
thinks and imagines in terms of figures. 
Nowadays, universities insist that en- 
gineering students widen their horizons 
with knowledge of history, government, 
civics, economics and business methods. 
Technically, the engineer must know 
higher mathematics, must be an adept 
in mechanical drawing, and familiar 
with the physical and natural sciences. 
And on this foundation rests the struc- 
ture of his special qualifications. He be- 
comes a civil, mechanical or marine en- 
gineer; he studies mining or develops 
into a chemical engineer; or he takes up 
electricity, radio, or automotive con- 
struction. But, whatever division he may 


follow, the faculty which makes him of 
greatest value is his attitude of mind— 
the ability to see cause and effect, to de- 
tect error, to conserve materials and 
labor, and to check waste. 

He is the guardian of economy and 
efficiency in whatever direction his 
talents and training are required, and by 
education and instinct he becomes an 
appraiser of objects, property, powers 
and men. So, by the very nature of his 
calling, the engineer is fitted to cooperate 
with bankers and his opinions have had 
weight in financial circles for many 
years. Since 1920 the recognition ac- 
corded him has been gaining, and his 
services have become better understood 
and utilized because of changing 
economic conditions during this period. 


BEFORE BONDS ARE ISSUED 


INVESTMENT bankers were the pio- 
neers in utilizing the engineering point 
of view. In financing operations, ordi- 
nary investigations of proposed bond 
issues in many cases may make the en- 
terprises seem sound. However, the 
more conservative investment bankers, 
wanting expert and technical opinions 
as to the future of the industry, would 
send an engineer—either a member of 
their staff or an outside consultant—to 
investigate. He would study the plants 
of the industry and if his report was 
satisfactory, the issue would follow. On 
the other hand, if he found the com- 
pany’s plants too far from sources of 
raw material, the buildings filled with 
obsolete machinery, the operations in- 
efficient and wasteful, or railroad or 
other shipping facilities inadequate, he 
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could adjust his appraisal accordingly. 

One thing which always merits a black 
mark in the eyes of an engineer is for an 
industrial firm to neglect research— 
which really means, to show lack of vi- 
sion. Improvements, new inventions, or 
sudden changes in the tastes and wants 
of consumers may put a firm or an in- 
dustry out of the running in a year’s 
time unless it is prepared to meet new 
conditions. Without research few com- 
panies today can hope to meet competi- 
tion. They must learn what competitors 
are doing, what customers want, what 
product improvements are necessary, 
what better and cheaper methods of 
manufacture are essential. 

New machines may be demanded to 
take the place of obsolete equipment or 
to increase profits by turning waste into 
by-products. This applied research to- 
day has its laboratories, its drafting 
rooms, and its methods of testing new 
products and processes proposed. 


BANK LOANS 


THE position of commercial banks and 
trust institutions, however, as regards 
the engineering function, differs consid- 
erably from that of investment firms 
offering securities to the public. Banks 
are concerned primarily with the de- 
velopment and servicing of industrials 
as commercial or trust accounts. An in- 
dustrialist seeking a $100,000 loan for 
60 or 90 days applies to his banker. His 
statement may reveal a_ satisfactory 
showing on the basis of bills receivable, 
inventory of raw materials and finished 
products, and few debts. He obtains the 
loan; and then, as too frequently hap- 
pens, plans go awry or a slump comes. 
The firm finds that it cannot sell its 
goods in sufficient volume, it cannot col- 


GALLOWAY 


LTHOUGH manufacturing has had its discouragements, 
those companies which have maintained their re- 
search plans have had an effective antidote for depres- 
sion. In 1920 there were only about 300 organizations 
doing research work, and these included universities, 
corporations and trade associations. Five years ago 
$200,000,000 annually was being expended for basic 


production research alone. 


In 1928 the National Research Council classified in 
the following order the various objects to which indus- 


trial research was directed: 


Improved Product or Service 

Reduction of Production Costs 
Development of New Fields of Application 
By-Products and New Materials 


New Products 


In 1931 the emphasis on research programs, showing 
the percentages of frequency of appearance, was as fol- 


lows: 


New Products ............ 


Improved Quality 


38 Per Cent 


37 Per Cent 


Reduction in Production Costs..19 Per Cent 
Development of New Fields of 


Application 


Total 


5 Per Cent 


1 Per Cent 


100 Per Cent 


The 1932 surveys along these lines are not completed, 
but will undoubtedly show more attention to by-prod- 
ucts as many industrial plants have been restored in this 
way with banker-engineer help. In 1932 also, many firms 
dropped their old lines and introduced new products. 


lect its bills, its creditors are pressing 
for payment, and the payrolls must be 
met. The bank may grant a renewal or 
may even lend more. Then comes the 
day of reckoning and decision. 

The engineer is called in to see what, 
if anything, can be done to thaw the 
frozen assets—and appraisal becomes 
only a part of his task in the examina- 
tion that follows. It is his problem to 
determine if the plant or branch plants 
should be closed, or whatever other ac- 
tion may be necessary. It is his problem, 
in other words, to find out if machinery 
is worn and needs repair, if it is grimy 
and needs cleaning and oiling, or if it 
is beyond repair and belongs in the 
junk pile. If his report is favorable, it 
may be that additional funds should be 
advanced by the bank to prevent loss of 
the loans already made, and cooperative 
measures may be taken to improve the 
situation. Then, too, the engineer may 
find a way to turn losses into profits. 
He may drag profits out of piles of waste 
or he may devise new products more 
acceptable to the public than the more 
standardized goods and older patterns. 

In one case not long ago the simple 


process of enlarging the windows of 
an old-fashioned cotton mill increased 
its efficiency and lowered production 
costs. These are the things for which an 
engineer looks when advising as to loans. 
These are the items on which engineer- 
ing opinion is helpful before a bank de- 
cides to assist in the financing or re- 
organization of a manufacturing enter- 
prise. 


BETTER CREDIT RISKS 


DURING the more prosperous years of 
the 20’s, some of the larger commercial 
banks utilized engineering experience 
for the development of commercial ac- 
counts. They did this by aiding indus- 
trial customers to improve their plant 
facilities and their products, in the 
establishment of branch plants for better 
distribution, and in shaping policies that 
made them better and safer credit risks. 
In a few instances, engineering represen- 
tatives of banks in smaller cities were 
responsible for branch plant negotia- 
tions that brought more business to their 
communities. In other and more numer- 
ous cases, the depression has brought the 
engineer and (CONTINUED ON PAGE 74) 
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IN the past, security affiliates with few exceptions have 
operated without official supervision. Let them be 
obliged to make reports and submit to examination; let 
limits be set to the parent bank’s loans to, and investment 
in, its security affiliate. Let the Federal Reserve Board, 
or the Comptroller of the Currency, or some similar au- 
thority impose a code of official regulation. Let there be 
no further abuse of correspondent relationships to push 
the distribution of bonds. Let the Government, in short, 
extend its reach over the investment banking field, rather 


The Dangers We Face 
in Divorcing 


Investment from 


Commercial Banking 


than renounce it. 


Supervision or Suppression 


also the whole American business 
community are facing today this 
critical question: how is long-term fi- 
nancing, vital even in periods of dimin- 
ished business activity, to be handled in 
the future? Should our commercial 
banks, large and small, be arbitrarily 
excluded from the investment business 
and this important financial service left 
independent and unregulated; or can 
some way be devised by which, with 
proper regulation and publicity, the ser- 
vice of both long- and short-term financ- 
ing can be rendered by our established 
banking institutions to the best advan- 
tage of the investing and the business 
public? 
Even many well-informed bankers do 
not realize that a measure* now before 
*The Glass Banking Bill, S. 4412.—Ed. Note. 


Ne only American bankers but 


By FRANCIS H. SISSON 


Congress would not merely abolish se- 
curity affiliates of Federal Reserve mem- 
ber banks within three years, but also 
would immediately prohibit member 
banks from underwriting and from pur- 
chasing securities for re-sale. Member 
banks could continue to buy securities 
as agent, upon customers’ orders; and 
they could, within prescribed limits, buy 
for their own portfolio. But every bond 
department in the country, belonging to 
a member bank, would have to be abol- 
ished on the day of the bill’s enactment 
into law. No longer could any commer- 
cial bank with membership in the Re- 
serve System accept a participation in 
any bond issue, except to take up bonds 
for its own account. 

According to one interpretation of the 


I BELIEVE this effort to segregate investment banking 
from commercial banking is unwise, and would serve no 
purpose sufficient to justify the abrupt scrapping of in- 
vestment machinery developed through the years by nat- 
ural forces. So far as our commercial banking system is 
concerned, there is no phase of the investment banking 
business, in my opinion, that cannot be satisfactorily cor- 
rected by regulation and publicity, without recourse to a 
program of destruction and confusion. That reforms are 
needed is clear, but I fail to see how we shall strengthen 
our commercial banks by putting beyond their reach and 
influence a field of activity that has been an integral part 
of banking from its very beginning and that dovetails in- 
timately with commercial banking activities in many 
ways. Certainly we cannot improve the quality of securi- 
ty issues by putting their creation and distribution be- 
yond the reach of our banking laws. 


measure now before Congress, the Bill 
would make an exception of United 
States Government, state and municipal 
bonds, and also of obligations issued 
under authority of the Federal Farm 
Loan Act, allowing commercial banks 
to continue to underwrite and distribute 
them. If this interpretation be correct, 
it is a fair question to ask whether the 
underwriting of these issues meets with 
approval because they are sounder than 
all others, or because politicians are 
interested in them. What principle of 
banking would justify the underwriting 
of a Florida drainage district issue or a 
joint stock land bank issue, but draw a 
scrupulous line at Philadelphia Electric 
First 5’s or Atchison General 4’s? How- 
ever, the Bill is ambiguous in dealing 
with Government and municipal issues 
and first-class legal opinion exists to the 
effect that even this field might not be 
left open to commercial banks. In this 
case they would be powerless to accom- 
modate their home community by un- 
derwriting a school bond issue. 

At the outset it should be recognized 
that what is proposed is a novelty in 
banking history. Banking is a field of 
human activity where tradition, as a 
stabilizing influence, has great value. In- 
novations in banking are occasionally 
wise, but it is up to the innovator to 
justify them. Independently of each 
other, elaborate banking systems have 
developed through generations and cen- 
turies in various parts of the world, 
notably Western Europe and North 
America. In not a single instance will 
you find commercial banking divorced 
from its natural, spontaneous relation- 
ships with the long-term capital market. 
So far as I have been able to determine, 
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There is one aspect of the segregation proposal that 
should arouse every state bank in the Federal Reserve 
System. The only way that the proposed measures can 
be made to apply to state banks is by taking advantage 
of their membership in the Reserve System. Many state 
banks did not join the System until after the Federal Re- 
serve Act was amended in 1917 so as to include a promise 
that any bank joining it should “retain its full charter 
and statutory rights as a State bank or trust company.” 
The proposed legislation effects a fundamental change 
in such rights of state banks. Whatever the legal aspects 
may be, these tactics are of questionable statesmanship 
and constitute a dangerous precedent. 


the idea had never occurred to any re- 
sponsible person until it was propounded 
a year or so ago in our country. In our 
indignation over abuses we Americans 
are sometimes tempted to leap into a 
reform before we look. 

The fact is that you cannot really 
segregate the long-term capital market 
from the short-term, any more than you 
can segregate effectively one end of a 
yardstick from the other. The flow of 
capital is a subtle and intricate thing. 
Commercial banks buy and sell com- 
mercial paper like securities. They ac- 
commodate the Government and our 
cities by investing some of their deposits 
in notes to be paid off out of subsequent 
bond issues. It is also their privilege 
and duty on many occasions to serve 
local industries in the same manner; 
and when the long-term securities are 
ultimately sold, the banks facilitate the 
distribution by lending investors part 
of the funds with which to buy the 
bonds, the bonds being put up as col- 
lateral. 


BANKS’ RIGHTFUL PRIVILEGE 


WHAT can possibly be more proper, na- 
tural, and inevitable than that these 
same banks should share in the creation, 
underwriting, and distribution of these 
securities? What sinister taint attaches 
to this responsibility, that it should be 
beyond the pale? Our commercial banks 
have indeed lost grievous sums in the 
depreciation of their security holdings, 
but there is nothing in the Bill before 
us that would have prevented commer- 
cial banks from suffering losses on the se- 
curities that they bought as investments. 

Not only do commercial banks by na- 
tural process interest themselves in the 
long-term security markets; private in- 
vestment bankers conversely are active 
in the short-term market. They fre- 
quently accept deposits; they create 
acceptances; they deal in commercial 


paper; they make short-term loans to 
industry and public bodies. 

The United States has developed a 
great, intricate, high-powered economic 
system. This system pulsates with the 
flow, through our banking channels, of 
billions of dollars of capital, to and fro, 
from the short-term market into long- 
term investments and back again. There 
are those who advocate scrapping our 
system of society entirely; but so long 
as we have our system—and for my 
part I feel it still has a long and useful 
life ahead—no banker needs to be per- 
suaded of the overwhelming importance 
of the free flow of funds for industry, 
for agriculture, and for the legitimate 
needs of our progressive communities. 
That this function should be subject to 
thorough control by our Government, 
on behalf of the common good, is more 
and more widely accepted. But do the 
suggested changes advance us in this 
logical, healthful direction? Quite the 


contrary. They expel one whole field 
of great banking activity beyond the 
reach of our Federal banking laws. To 
me it seems that a more amazing, in- 
comprehensible step backward to the 
days when investment banking was vir- 
tually a private monopoly could not be 
conceived. If this is not the considered 
intention, how can one justify such an 
unintentional by-product? 

During recent years probably half of 
the bonds publicly issued in this country 
have been handled by member banks 
either through their bond departments 
or through their security affiliates. Due 
to the uncertainties of the long-term 
capital market which have prevailed for 
some time, there has lately been a sub- 
stantial damming up of long-term capital 
requirements. The national Government 
has twelve billions of maturities spread 
over the next six years, and state and 
municipal requirements will be heavy. 


R. F. C. REFUNDING 


IF, moreover, the War Finance Corpo- 
ration offers a precedent, the Recon- 
struction Finance Corporation must 
ultimately look to the investment market 
for refunding its temporary advances. It 
is a grave question whether our private 
investment bankers alone would have 
sufficient strength to swing these oper- 
ations successfully, and whether, with a 
handful of noteworthy exceptions, they 
have the capital, the organization, the 
prestige, and the continuity of existence 
and responsibility enabling them to 
carry through this tremendous job. 
Perhaps inevitably, many popular 
misconcep- (CONTINUED ON PAGE 70) 


During times like the present, the temptation to enact 
impulsive legislation in many fields is very strong. The 
main problem with which we are faced is this: how can 
we maintain unimpaired sound investment banking facil- 
ities adequate to provide for the long term credit re- 
quirements of the Government, of commerce and of in- 
dustry? The proposed solution apparently is to eject 
investment banking into outer darkness. It would de- 
prive every bank belonging to the Reserve System of the 
natural and usual way for accommodating home indus- 
tries and even perhaps local government with long term 
funds, and not one of them could any longer accept the 
smallest underwriting participation in the most conser- 
vative issues of railroads or public utilities. Our national 
Government would ignore investment banking. The pro- 
posed banking measure puts an interpretation on the 
function of banking which neither history nor public 
interest warrants, and forces the Government to sidestep 
a responsibility that the Government must not shirk. 
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KAIDEN-KEYSTONE 


Mr. Barker is Dean of the Faculty of 
Engineering, Columbia University 


HERE has been much discussion 

recently concerning technological 

improvements, their effects on 
economics and the control of machine 
production. It has not been definitely 
understood that there are two clearly 
marked divisions in this discussion as 
far as Columbia University is concerned 
—first, the factual survey of the energy 
production rates of this continent and, 
second, the personal opinions and con- 
clusions of the individual members of 
“technocracy’”’. 

Most of the published material in the 
popular press has been predicated on 
the second of these divisions and even 
the data quoted thus far has not come 
from that part of the survey being car- 
ried on in the Department of Indus- 
trial Engineering at Columbia Univer- 
sity. I shall describe here for the first 
time the connection of the School of 
Engineering of Columbia University 
with this task. We are intensely inter- 
ested in the factual study, but with the 
second part—personal opinions and con- 
clusions—the University has assumed 
no responsibility. 

The broad popular discussions have 
caused many people to turn their atten- 
tion to industrial-economic problems but 
before anyone can intelligently and dis- 
passionately propose true preventives to 
be applied to our intricate social, 
economic and technological system, we 


Columbia University’s 


Survey of Energy 


By JOSEPH W. BARKER 


must complete the assembling and chart- 
ing of cold, accurate, basic facts. 

True, such facts in themselves have 
little ‘news value’ nor do they cause 
any emotional stir among ordinary peo- 
ple. In periods of great stress like the 
present many corrective measures are 
proposed, each of which should be 
studied impartially and tested against 
an accurate factual background. Fur- 
thermore, isolated and _ uncorrelated 
facts are not sufficient for they fail in 
inclusiveness and do not disclose trends 
which are the really vital part of statis- 
tical data. It is obvious that a heavy 
responsibility rests on any person or 
group of persons who purport to be fur- 
nishing factual data to make every pos- 
sible attempt to assure accuracy in any 
published statements. 

The best thought of the world should 
be brought to bear on the problems be- 
setting us which have been asserted to 
be founded on maladjustments in the 
technique of production and the tech- 
nique of consumption. Our universities 
are traditional homes of the seekers 
after truth and should lead the way to 
a courageous, open-minded and con- 
structive attack on such problems. 

With this point of view, the School 
of Engineering of Columbia University 
welcomed the opportunity which came 
last spring to act as host to that part of 
a group who were interested in assem- 
bling and charting data pertaining to the 
energy resources of North America, the 
rate at which such energy was being 
converted into power and used in our 
industries to replace human labor. The 
opportunity arose through the Archi- 
tects Unemployment Relief Committee 
which was willing to place the “made 
work” of some unemployed architects 
and engineers at the task of carrying 
forward the survey work already com- 


““We are intensely interested in the 

factual study, but with the second 

part—personal opinions and con- 

clusions—the University has as- 

sumed no responsibility.” —The 
Author 


menced by a small group of enthusiasts 
now popularly known as “Technocrats’. 

The project called for the collection 
and display of data pertaining to each 
of some 3,000 industry groups of the 
United States and Canada. Some of the 
lines of attack for each such industry 
group were: determination of the rates 
at which known energy resources are 
being exploited; determination of the 
rates of production of both producer and 
consumer goods; determination of the 
rate of utilization of power; determina- 
tion of the rate of employment; deter- 
mination of the rate of utilization of 
man-hours of labor per unit of produc- 
tion; determination of the rate of utili- 
zation of energy in kilowatt-hours per 
unit of production; determination of 
rate of replacement of man-hours of 
labor by kilowatt-hours of energy; 
mathematical analysis of the plotted 
curves to locate any hidden periodicities 
and the generalized shape of the basic 
curves and determination of the equa- 
tions of these curves. In such a factual 
study the School of Engineering and 
other departments of Columbia Uni- 
versity are intensely interested, as is 
shown by the following extract from my 
annual report to the President of the 
University written last summer: 

55 it will be necessary to 
assemble vast quantities of basic factual 
data running back for many years. The 
mere assembly and display of this data 
will not (CONTINUED ON PAGE 71) 
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President Roose 


The Federal Budget 
Washington’s Jig-Saw Puzzle 


the Congress of the United States 
could make up its mind as to just 
how much money it proposes to 
spend in the next fiscal year, or if it 
could make up its mind as to just how 
much revenue it can raise without too 
many complaints from the public, there 
might be some prospect of its really 
balancing the budget. Being uncertain in 
mind as to both sides of the ledger, there 
is just about one chance in ten that 
Congress will hit upon a happy combi- 
nation that will hold the scales reason- 
ably even as to income and outgo for 
12 months after the 30th of next June. 
Essentially, the problem is political 
rather than financial. It is perfectly ob- 
vious that the way out is through 
economy on the one hand and more 
taxes on the other. But what economies 
and what taxes? Congress is ready to 
accept economy in general allowances 
for the several departments of the Gov- 
ernment—ready to cut to the bone—but 
such cuts will be insufficient if they do 
not include further reductions in Gov- 


KEYSTONE—-UNDER WOOD 


ernment salaries and especially if they 
do not include drastic reductions in al- 
lowances for war veterans. 

The outgoing Administration recom- 
mended that Government pay cuts be 
extended along present lines to effect an 
average reduction of 14.8 per cent in- 
stead of 81% per cent as at present; it also 
recommended that allowances for vet- 
erans be limited to the care and assis- 
tance of those suffering from injury or 
disease incurred in actual service or 
those now without other support. The 
former recommendation would cut $55,- 
000,000 from the appropriations; the 
latter, $127,000,000. But reduction of 
salaries will apply to thousands of active 
political supporters of members of Con- 
gress and even to Congress itself, and 
it will set a bad example for corpora- 
tions and other employers in private 
life. As to cuts in veterans’ allowances, 
veterans have votes. 


EXIT THE SALES TAX? 


ON the other hand, a 2.25 per cent 
manufacturers’ sales tax, as recommend- 
ed by the President, would produce 
$355,000,000 in revenue. That lump 
sum looked good to Congress and the 
sales tax plan of a year ago was revived. 
The incoming Administration frowned 
upon a sales tax, however, and the 


Senators La Follette and Costigan, left, 
listening attentively to Atlee Pomerene, 
right, chairman of the Reconstruction 
Finance Corporation, as he described 
the administration of relief loans to 
states. Mr. Pomerene was called before 
the Senate manufactures committee in 
its hearings on the La Follette-Costigan 
Relief Bill 


chances of a sales tax went glimmering. 
Then a New York conference of incom- 
ing national leaders agreed upon an in- 
crease in normal rates of income taxes 
from 4 and 6 per cent to 8 and 12 per 
cent which—with reductions in exemp- 
tions—was expected to raise $200,000,- 
000 additional revenue. Important lead- 
ers in Congress were not willing to face 
the country on such a proposition and it 
was dropped, for the time being at least. 
When Congress met in December, it was 
with the expectancy on the part of the 
House revenue authorities that a beer 
bill with a $300,000,000 revenue at- 
tached would be passed. Under testi- 
mony of experts the estimates of revenue 
from beer, if and when legalized, were 
reduced to $125,000,000. As this is 
written there is no certainty that a beer 
bill will get through Congress and the 
White House, and in any event possible 
revenue from it is very uncertain. Other 
schemes have been offered and will con- 
tinue to be offered until the legislative 
day of March 3, 1933, ends at midday 
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Congressional leaders on their arrival in New York early in January for a conference with 
President-Elect Roosevelt. Those who attended included Speaker John N. Garner; Sena- 
tors Joseph T. Robinson, Key Pittman, Cordell Hull, James F. Byrnes, and Pat Harrison; 
and Representatives Henry T. Rainey, John McDuffie, James M. Collier, Sam Rayburn, 


on March 4. Thereafter, still others will 
be offered in the special session of Con- 
gress which seems to be inevitable. 

For the current fiscal year ending next 
June 30, the official estimate of the de- 
ficit is $1,644,631,707 if debt retirement 
be included, or $1,146,478,307 if debt 
retirement be excluded—in a_ budget 
which was supposed to have been bal- 
anced. Incidentally it may be said that 
debt retirement will surely be excluded. 
The actual deficit for the first six 
months of the current fiscal year 
amounted to $1,159,286,502. During 
this six months the new taxes in the $1,- 
000,000,000 revenue bill of last June 
brought in about $150,000,000 less rev- 
enue than was anticipated. Income taxes 
fell off by $272,000,000; customs duties 
by approximately $60,000,000. The 
average will be brought up by income 
taxes in March, but the deficit indicated 
here will remain in its monumental 
vastness. 


A NUMBER OF “IFS” 


FOR the next fiscal year the official esti- 
mate is that the present tax structure 
will produce revenue falling short of 
expenditures by $841,262,487 if $534,- 
070,300 of debt retirement be included, 
or $307,192,187 if it be excluded. But 
this $307,000,000 is the limit of deficit 
only if some $580,000,000 of economies 
recommended are adopted, and the 
chances of the adoption of all these 
measures of economy are very slim. To 
cover the prospective deficit, the out- 
going Administration proposed the sales 
tax and the retention of the one-cent 
tax on gasoline which otherwise would 
end with the present fiscal year. On the 
face of the record the present tax issue 
is whether the sales tax plan will be 
adopted, or whether the $125,000,000 
beer tax, further increases in the income 


and Joseph Byrns 


tax, and various economies will be of- 
fered as a specious balancing of the 
budget. 


INCOME TAX COLLECTIONS 


WHICHEVER plan is followed it is 
clear that budget balancing will be spe- 
cious rather than real. The proposed rev- 
enue structure rests upon a foundation 
on the slope of a slippery clay hill. The 
sliding scale of revenue estimates is best 
illustrated, perhaps, by the income tax 
which is still the backbone of the rev- 
enue system. During the fiscal year 
1930, total collections from income taxes 
amounted to $2,411,000,000, of which 
$1,117,800,000 was from corporations, 
$1,060,900,000 from individuals, and 
$232,300,000 from back taxes. In 1931 
the collections amounted to $1,860,400,- 
000, of which $891,500,000 was from 
corporations, $730,400,000 from indi- 
viduals, and $238,500,000 from back 
taxes. In the year which ended last June 
the collections were $1,057,300,000, of 
which $516,900,000 was from corpora- 
tions, $351,100,000 from individuals, 
and $189,300,000 from back taxes. At 
the rate of decrease then obtaining, it 
was seen that income taxes on the basis 
of the old law would not exceed $900,- 
000,000 and probably would fall below 
that amount. It was felt, however, that 
the Government would require at least 
$1,000,000,000 from that source, and the 
income tax act was amended by in- 
creasing the normal rate on incomes 
from 1%, 3 and 5 per cent to 6 and 8 
per cent and by increasing the corpora- 


With all the political difficulties in 
taxation and economy, there are 
also financial uncertainties which 
no amount of political or financial 
foresight can avoid 


tion income tax to 13.75 per cent. And 
it was estimated in May that $1,036,- 
000,000 would be collected in the fiscal 
year 1932-1933. 

By November, however, it became 
certain that this tax would not produce 
the anticipated revenue, and in his an- 
nual report to Congress Secretary Mills 
estimated that—even including revenue 
at the new rates in March—the revenue 
from incomes for the year would amount 
to only $860,000,000. Nevertheless, in 
his estimates for the next fiscal year he 
hopefully inserted $1,010,000,000 in the 
income tax column, basing this estimate 
upon the expected effect of the increases 
made in the act of last June, the full 
effect of which will not be felt until the 
coming fiscal year. 

Not only is there no certainty that 
these estimates of revenue from income 
taxes will be realized next year, but 
there is every prospect that they will 
not be realized. In the past two years 
corporation income taxes have yielded 
revenue as compared with individual 
taxes, roughly in the proportion of 125 
to 100, actual collections for the first 
five months of the current fiscal year 
having been $124,476,727 and $77,657,- 
404 respectively—a drop of $98,527,- 
484 and $58,123,347 respectively as 
compared with the same period of the 
previous year. At this rate corporation 
taxes next year would be expected to 
produce about $555,500,000. 


CORPORATION TAXES 


THE proportion may be changed under 
the new rates, but the prospect of secur- 
ing anything like the sum indicated may 
be estimated by the fact that reports of 
250 industrial corporations collated by 
the National City Bank of New York 
show that net profits in the first six 
months of (CONTINUED ON PAGE 77) 
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Labor’s Profit from 
Power Machinery 


T is not necessary to accept what 
might be called the ideas of the 
erg-joule-calory economists to agree 

thatjthe use of power and the machine 
has profoundly changed American life 
in the past 75 years. Turning coal and 
oil and water power into energy applied 
in a‘thousand ways to myriad activities 
has changed the outward aspect of our 
entire civilization—economic, social, 
even political. 

The development of vast industrial 
enterprises has led to the migration of 
a large portion of the population of the 
country from the farm to the city, from 
one city to another, from the North to 
the South, from the West to the East. 
It has changed our industrial population 


A farmer with a tractor, tract- 
or equipment, a combine and 
a truck, is able to grow and 
harvest much more wheat than 
was formerly grown per farm- 
er... . Many invisible persons 
are involved in the production 
of machinery and fuel that the 
farmer uses. 


PROFESSOR G. F. WARREN 
Department of Agricultural Economics, 
Cornell University. 
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The Civilizing Value of Modern 

Machinery Is Amply Proved by 

Government Statistics Covering 
Several Decades 


from craftsmen and artisans, masters of 
an entire process of manufacture, to a 
vast army of skilled machine workers, 
masters of only one technical phase in 
the process of mass production but each 
with an individual output far greater 
than ever before known. 

On the farm one man and a machine 
do the work of many men. Throughout 
all our national activity we have been 
moving toward the use of a few men 
and much machinery in place of many 
men and little or no machinery. The 
entire outlook on life has widened. With- 
in the memory of men of middle age it 
took a farmer living eight or ten miles 
from town a long day to do his weekly 
marketing, banking and shopping. With 
the ubiquitous automobile he can now 
do the same errands in a few hours or 
he can widen his range of action to 80 
or 100 miles. 

Benefits of the change are unquestion- 
able. For the city worker it has made 
a 45-hour work week possible. For the 
farmer it has shortened his working 
hours and has made his work easier. 
The housewife in both town and coun- 
try has been eased of a tremendous 
amount of drudgery. For all there have 


The percentage of persons over ten 
years of age who are gainfully occupied 
is remarkably constant 


been opened new leisure, new means of 
enjoyment, a thousand and one facili- 
ties for cultivating and enjoying the 
better things of life deemed impossible 
half a century ago. 

It is the reverse of the medal which 
gives occasion for thought. If one man 
and power machinery can do the work 
which formerly required many men, 
what becomes of those displaced? Has 
the development of the machine age led 
to unemployment and a_ submerged 
class? Have shorter working hours 
changed the distribution of work or re- 
duced wages? 

These are the tests by which the new 
age must be judged. If it meets these 
tests one need (CONTINUED ON PAGE 47) 


Of course, things have been 
going wrong, but you must 
understand that mechanics is 
a toy as yet. You can’t expect 
us not to play with it. This is 
the first generation that has 
been able to go as fast as it 
wanted to. It can buy a motor 
car and go lickety-split across 
the countryside, and it will. 


JOHN MASEFIELD 
England’s poet laureate. 
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The Wage Earner’s Share 


Of His Production 


States had its beginnings at the 

fireside, where cotton and wool 
were spun and woven by the women of 
the household, while boots and harness 
were fashioned by the men of the family. 
From this stage we pass on to the cot- 
tage factories located largely in the 
backyards of the homes. From these 
sheds and outbuildings came the bulk 
of the manufactured products of the 
United States for more than fifty years. 
The writer’s grandfather manufactured 
herdics in this manner until the late 
40’s of the last century. From his out- 
put of two herdics per week in 1830, we 
have come to an output of a motor car 
every fifteen seconds from a single es- 
tablishment. This change, which has 
taken place in the manufacture of trans- 
portation units, has come about in al- 
most every other line of fabrication. 


We UFACTURING in the United 


Before the era of mechanization and 
mass production, in 1900, 38.3 per cent 
of the population was engaged in supply- 
ing the wants of the other 61.7 per cent 


Were we to go back a full hundred 
years in order to determine the changing 
relations of labor to manufacture, and 
of value of products to wages, it would 
be necessary to devote much space to the 
changes in the habits of life of our peo- 
ple, and thus the study might become 
so involved as to fail of its purpose 
which is, in short, to determine the prob- 
able future of the worker in manufac- 
turing fields. 

For purposes of comparison, we shall 
take the first and only dependable fig- 
ures available for the beginning of the 
present century; these are the findings 
of the twelfth decennial United States 
census recorded in the year 1900, and 
representing all industrial activities for 
the year 1899. 

During the last fifty years, there has 
been a rapidly growing concern regard- 
ing the ultimate fate of those factory 
workers whose nimble fingers were being 
replaced by labor-saving machinery. 
Just fifty years ago, farm laborers were 
considerably wrought up over the in- 
troduction of the reaper into the fields 
of small grains. 

In factories each year has witnessed 


GALLOWAY PHOTOS 


This article appeared in the JOURNAL in 
September, 1930. The author: Mr. 
Franklyn Hobbs, a Chicago economist 


the invention or development of new 
labor-saving devices which have made 
it possible for one man to do the tasks 
formerly assigned to two, or sometimes 
five. This application of mechanical 
power, and of machine tools, has been 
going forward at a rapid pace for at 
least two generations. At any rate, suffi- 
cient time has elapsed, since the first 
threat of the automatic machine to take 
away the worker’s job, to make it pos- 
sible to arrive at a definite finding as to 
the actual results of this mechanical sub- 
stitution for manual labor. 

The findings of the various manufac- 
turing censuses provide the base infor- 
mation for a study from which reliable 


In 1930, with mechanization and mass 
production in full swing, it required 
39.8 per cent of the population to supply 
the wants of the other 60.2 per cent 
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1899 
1904 
1909 
1914 
1919 
1921 
1923 
1925 
1927 
1929 
1931 


Total Value of 
Manufactures 


$11,407,000,000 


14,794,000,000 
20,672,000,000 
23,988,000,000 
62,042,000,000 
43,653,000,000 
60,556,000,000 
62,714,000,000 
62,718,000,000 
70,435,000,000 
41,333,000,000 
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Wage Earners 
Employed 


4,713,000 


5,468,000 
6,615,000 
6,896,000 
9,000,000 
6,947,000 
8,778,000 
8,384,000 
8,350,000 
8,839,000 
6,512,000 


Total Wages 
Paid 


$ 2,008,000,000 


2,610,000,000 
3,427,000,000 
4,068,000,000 
10,462,000,000 
8,202,000,000 
11,009,000,000 
10,730,000,000 
10,849,000,000 
11,621,000,000 
7,226,000,000 


Value Added to 
Raw Materials 
in Manufacture 


$ 4,831,000,000 
6,294,000,000 
8,529,000,000 
9,710,000,000 
24,809,000,000 
18,332,000,000 
25,850,000,000 
26,778,000,000 
27,585,000,000 
31,885,000,000 
19,913,000,000 


Ratio of 
Wage to 
Value 
Enhance- 
ment 


41.5% 
41.4 
40.1 
41.9 
42.1 
44.7 
42.5 
40.0 
39.3 
36.4 
36.2 


Ratio of 
Wage to 
Total 
Manufac- 
tures 


17.6% 
17.6 
16.5 
16.9 
16.8 
18.7 
18.1 
17.1 
17.2 
16.4 
17.4 


With the help of machines, the value of the country’s manufactures in 1931 was 3.6 times that in 
1899, With the help of the same machines, workers in 1931 were receiving 3.6 times their 1899 wages 


figures may be developed. As such a cen- 
sus has been taken biennially since 1919, 
such figures for the later years provide 
material for a very accurate check of the 
trend in the substitution of mechanical 
aid for the manual labor of the artisan. 

Although similar figures might be 
taken for earlier dates, we based our 
trend line on the findings of the cen- 
sus of 1900. We learn that the year’s 
production in manufacture was valued 
at $11,407,000,000; that 4,713,000 
workers fashioned raw materials into 
these products; and for such services 
were paid $2,008,000,000. For this re- 
muneration, they added $4,831,000,000 
to the value of the raw materials, and 
received 42 per cent of this added value 
in the form of wages. These workers 
were paid $426 each during the year 
1899 and, in return, each man fashioned 
raw materials into finished or partly fin- 
ished products, thereby adding $1,025 
to the value of the raw materials. His 
gross earning power to his employer 
was $1,025 and his income was $426. 
He received 42 per cent of his gross 
earnings and 58 per cent of his gross 
earnings apparently went to his em- 
ployer for (1) cost of fuel and power, 
(2) interest on fixed obligations, (3) 
general overhead, insurance and taxes, 
(4) provision for depreciation and (5) 
net profit available for dividends, or to 
be added to surplus in the enlargement 
or extension of the business. 

In this study, we shall not concern 
ourselves as to whether the 42 per cent 
portion paid to the worker is too high 
or too low as a wage, our sole object 
being to determine, not whether the 
worker has been properly paid for the 
last thirty years, but what change, if 
any, is taking place in this regard. Our 
interest is to know whether the tendency 


is to give the worker a larger, or small- 
er, portion of the total earnings of the 
business, and to measure his future 
probabilities as a factory worker. We are 
interested in knowing whether he is 
going to receive more or less of his gross 
earnings, and whether his total wage is 
likely to advance or decline. 

The factory workers of 1899, who 
made products valued at $11,407,000,- 
000 during that year, received as their 
compensation 18 per cent of the total 
value of those products as priced at the 
factory doors. However, even though 
the worker received 18 per cent of the 
total value of all of the products of the 
factory in which he was employed, and 
although he received 42 per cent of all 
of the value which was added through 
the processes of manufacture, he did ac- 
tually receive only $426 for his year’s 
work. He may have worked fifty-two 


Shopping in Energy Units 


CERTAINLY! Yoo GAVE ME UNIT 
BILL OF ELECTRIC ENERGY — OuT 


FOR TH’ POUND OF CHEESE AND GAVE YoU 
3 UNITS OF WATER POWER, (A UNITS 
OF DAILY HEN ENERGY, 4 UHITS OF WIND- 
| MILE ENERGY, UNIT OF STEAM POWER 
AND (3 UNITS OF EARMFHIRED- 
MAN EXERGY. COUNT EM 


SURE THis, 
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weeks; he may have been employed only 
forty weeks; and, during a part of the 
year, he may have been working only 
four or five days per week, or four or 
six hours per day. Those facts are not 
material. The material facts are that 
his entire income for a year was $426 
and that the value of his labor to his 
employer was $1,025. 

With the above findings before us, 
as provided by the twelfth decennial 
census of the United States, we will 
carry the same figures forward through 
a period of twenty-eight years and, 
using the findings of the seven manufac- 
turing censuses made since 1900, we 
will be able to establish a trend line 
which should show conclusively whether 
the factory worker is gaining, or losing, 
in his competition with mechanical pow- 
er and automatic machinery. 

Passing over ten years, we find the 
factory production of 1909 valued at 
$20,672,000,000. We learn that the 
value added to raw materials through 
manufacturing processes amounted to 
$8,529,000,000; and we learn that 6,- 
615,000 workers enjoyed a payroll of 
$3,427,000,000 for the year, the year’s 
wage of each worker being $518 and the 
gross value of his labor product to his 
employer being $1,289. In this year, 
1909, the workers apparently received 
only 40 per cent of the value added to 
materials by manufacture, and only 17 
per cent of the total value of the fac- 
tories’ output, the decline in the work- 
ers’ relative income, as compared with 
ten years before, being about 5 per cent. 

Passing over the 1914 story of manu- 
facture briefly, we find a product valued 
at $23,988,000,000; a factory payroll of 
$4,068,000,000 disbursed to 6,896,000 
workers; and a value added by manu- 
facture of (CONTINUED ON PAGE 49) 
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Waiver Agreements 


With Depositors 


OUNTRY bankers are faced with the necessity of (1) increasing 
the liquidity of their assets or (2) reducing the instability of 


their deposits. Neither course of action can be put into effect 
without difficulty; indeed, from some points of view, both are im- 
practicable. But recent experience with deposit withdrawals indicates 
that a change of policy along one or both of these lines must be made. 


NLY a limited volume of loans, both 

liquid and secure, can be found 
in agricultural communities. To a large 
extent the needs of agricultural com- 
munities are for credits running more 
than a year, although different types of 
agriculture give rise to such a variety 
of credit needs that the relative pro- 
portions of liquid credits needed is far 
from uniform. In many areas, particu- 
larly dairy sections and much of the 
corn belt, liquid loans cannot ordinarily 
be found in sufficient volume to em- 
ploy fully the resources of country 
banks. 

There is, however, demand for a 
large volume of loans with intermediate 
and long maturities from borrowers who 
are excellent credit risks. To the extent 
that such loans can and will be secured 
by first farm mortgages it is possible 
to place them outside the community. 
But only a small part of the loans for 


which chattel mortgage security is of- 
fered has a market among outside lend- 
ers, and there is virtually no market 
for unsecured loans, although these often 
are the best loans of all. The country 
bank is relied on for loans of this type 
and in most respects it is in a better 
position to handle them than any other 
agency. 

Country bankers in many sections, 
therefore, cannot hope to attain a high 
degree of liquidity by confining them- 
selves to local loans. They are not at 
all certain, however, that outside in- 
vestments will provide greater liquidity 
than local loans. Moreover, if they with- 
draw further from local loans in favor 
of outside investments, many of their 
deserving customers will be unable to 
get credit unless the Federal Govern- 
ment is willing to supply it or new 
agencies are developed for giving access 
to the central money markets. Yet the 


If limited withdrawal, or long term contracts were used in the interests 
of depositors as well as in the interest of bankers, it is difficult to see 
why they should not be more satisfactory to depositors generally than 


the present form of contract. Under ordinary circumstances, deposi- 
tors would observe no difference, for they would be paid upon demand. 
The legal provisions of the contracts would be invoked only when per- 
sistent withdrawals or runs were in progress. Then the banks could 
call an early halt upon withdrawals and conserve their assets in the 


interest of all depositors.—The Author 


Reasons why some form of longer-term contract between 


banks and their depositors would be advantageous to both 


By FRED L. GARLOCK 


The author, who is senior agricultural 
economist in the Bureau of Agricultural 
Economics, United States Department of 
Agriculture, wrote an article in the Oc- 
tober JOURNAL entitled “Two Country 
Banks in Iowa and Virginia” 


need for greater liquidity appears to 
be urgent. This presents a dilemma of 
first order to country bankers. 

The dilemma would largely disappear, 
or, at the least, be significantly modified, 
if the danger of deposit withdrawals 
were lessened, as this would reduce the 
need for liquid assets. Unfortunately the 
possibility of lessening this danger has 
received little consideration, despite the 
fact that something of a technique has 
been developed for coping with runs. 
Proposals for accomplishing this pur- 
pose must therefore be advanced merely 
by way of suggestion, in the hope that 
they will arouse interest on the part of 
those who are best able to appraise the 
practical issues involved. If, however, a 
feasible means can be found for reduc- 
ing the possibility of withdrawals with- 
out impairing the quality of banking 
service, the benefits to country bankers 
and their communities should be well 
worth the cost and effort of working 
it out. 

In considering this problem, it seems 
apparent that little can be done to re- 
duce withdrawals from demand accounts 
except by improving the solvency of 
banks and the circumstances of deposi- 
tors. The serious attention of all bankers 
will be given to this problem. But, even 
so, all that can be accomplished is to 
reduce the probability—not the possi- 
bility—of withdrawals. Demand ac- 


counts could (CONTINUED ON PAGE 44) 
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m Mortgages 


By GEORGE E. ANDERSON 


tion on which the advocates of re- 

lief for the American farmer agree, 
and that is the absolute necessity of rais- 
ing the prices of farm products. On a 
solution of the problem which this pre- 
sents, there depends not only the easing 
of present distress but, more impor- 
tantly, permanent improvement in agri- 
cultural conditions to insure the farmer 
a satisfactory future. 

Over-production is not the sole cause 
of the present acute situation, but it is 
the principal cause. There is no in- 
dustry in the United States better 
protected by tariff walls than the agri- 
cultural industry. If the farmer’s output 
can be limited to what may be consumed 
in the United States behind these tariff 
walls, prices can be raised to all the 
traffic will bear. But so long as farmers 
persist in producing more than is re- 
quired for home consumption, they are 
compelled to sell the whole of their pro- 
duction at world prices. 

These facts are more or less axiomatic, 
but the very axioms of the situation 
are troublesome. The farmer persists in 
over-production with all the ill results 
naturally to be expected. Hence, pend- 
ing a permanent solution, Congress 
teems with all sorts of proposed pallia- 
tives which in general assume two forms. 
One form represents efforts to amelio- 
rate present financial difficulties by re- 
financing in various ways. The other 
form proposes to improve farm prod- 


Tien ox is only one principle of ac- 
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GALLOWAY 


Mortgage foreclosures primarily reflect general farm- 
ing conditions and the low price of farm products. 
But, as a result of the inflation of agricultural produc- 


tion and financing, they also reflect a financial situa- 


tion which bears heavily not only on the farmer but on 
the financial institutions of the country.—The Author 


uct prices by controlling the sale of farm 
products, with limitation of crops as 
a possible incidental result. Hence Con- 
gress, on the home stretch, is milling 
around the “equalization fee’ plan, the 
“voluntary or domestic allotment” plan, 
and the “pre-war parity” plan—any one 
or all three, anything to make a show 
of relief in contrast with a “do noth- 
ing” policy which members regard as 
politically disastrous. Politically con- 
sidered, Congress must make a show of 
controlling the production and market- 
ing of crops which the farmer himself 
is apparently unwilling to control. 


MORTGAGES AND TAX BURDENS 


A SECOND school of Congressional 
economists too is centering its efforts 
upon immediate financial relief for the 
mortgage- and tax-burdened farmer. Its 
members are spurred to action by a 
situation in farm mortgage foreclosures 
without precedent in American history. 
If the trend of mortgage foreclosures 
established in the first nine months of 
the year was carried through the full 
year—and there is every indication that 
it was intensified rather than decreased 
~-there were at least 150,000 farm mort- 
gage foreclosures during 1932, and in 
the last three years the total number 
has reached close to if not in excess of 
300,000. 

From the standpoint of total income 
and outgo of all farms in the United 
States, the situation is bad enough. 


There are, roughly, 6,000,000 farms in 
the country operated by a farming pop- 
ulation of about 30,000,000. In the year 
just closed these 30,000,000 people, with 
an average of five to a farm, had a 
gross income estimated by the Bureau 
of Agricultural Economics in Washing- 
ton at $5,240,000,000. This was only 
56.3 per cent of the gross income in 
1929 when agriculture was already suf- 
fering from such severe depression that 
the Federal Farm Board was organized 
and was given $500,000,000 with which 
to try and work out a remedy for the 
farmer’s ills as they were at that time. 

Of the estimated income in 1932, in- 
terest and amortization of loans took 
$568,000,000, and taxes and similar 
charges $576,400,000. Thus, inescapable 
fixed charges absorbed $1,144,400,000 or 
21.8 per cent of the gross income. Ap- 
plied to the individual farmer and the 
members of his family these figures 
show a gross income for each farm of 
$873 or $175 per head. Deducting fixed 
charges, each farm produced an income 
of $683 or $136 per head. Out of the 
$683 the farmer was compelled to re- 
place worn machinery and tools, to pay 
for extra help, to cover losses from 
death or age of live stock—in short, to 
run the farm. In short, also, he could 
not do it. 

These statistics apply to the average 
farm. Doubtless some farms did much 
better and some farms did not do so 
well. Twenty per cent of the farmers 


} 
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Moreover, taxes reach their greatest height and 
form the greatest portion of necessary outlay in 
those parts of the country where the great staple 
crops are grown, where present depressed prices 
exert their greatest influence, and where agricul- 
tural distress becomes the most acute.—The Author 


of the country operate that same per- 
centage of farms which are known as 
“marginal” or “sub-marginal” land— 
more or less worthless land that can 
seldom be farmed at a profit even in 
normal times. This 20 per cent of all 
farms doubtless furnished the greater 
portion of the farms on which mort- 
gages have been foreclosed, and opera- 
tors of such farms have simply been 
submerged under current conditions. 


THE REAL ISSUE 


“MARGINAL” or  “sub-marginal” 
lands, however, have by no means fur- 
nished all the foreclosures. Their opera- 
tion and their failure have merely 
emphasized the ills of farms and farm- 
ers whose existence is economically 
justified. The real issue is between low 
farm prices on the one hand and bur- 
densome interest and tax charges upon 
the other hand, with the added injury 
that the decrease in the prices of what 
the farmer has to sell has been greater 
than the decrease in the prices of what 
he has to buy. 

The growing discrepancy between the 
prices of farm products and those of in- 
dustrial products commenced to be felt 
immediately after the war. Between the 
crop year of 1919 and that of 1930 the 
price of what the farmer buys had de- 
creased by about 33 per cent; the price 
of what he sells by 52.4 per cent. In the 
past two crop years the price of what 
the farmer buys has decreased by about 


24 per cent, while the price of what he 
sells has decreased by nearly 60 per 
cent. Compared with pre-war prices, the 
farmer’s products at the present time 
buy just about half what they did in 
1913. In other words, it now takes just 
twice as much wheat, corn, cotton or 
hogs to pay a $1,000 loan as it did in 
1913, and over four times as much as 
it did in 1919-1920. 

Meanwhile, the farmer increased his 
mortgage indebtedness for farm pur- 
chase or other purposes. In 1910, farm 
mortgage indebtedness as returned by 
the census was $3,320,470,000; in 1920, 
it was $7,857,709,000; and in 1928, $9,- 
468,526,000. At the same time the value 
of farm lands in the country dropped 
$20,000,000,000 from the peak of 1919; 
and farm income dropped from $15,- 
400,000,000 in 1920 to $9,300,000,000 in 
1930 and to $5,240,000,000 in 1932. 


PRE-WAR AND POST-WAR TAXES 


THE TAX situation has added insult 
to injury and, next to the low prices of 
farm products, the tax burden now borne 
by agriculture is assigned as the prin- 
cipal reason for the increase in fore- 
closures. The excess of taxes over debt 
interest payments, as already noted, has 
continued for several years. At the pres- 
ent time farm property taxes average 
166 per cent higher than they were be- 
fore the war, and for the whole coun- 
try taxes paid during the past year are 
estimated to have absorbed 11 per cent 


of the gross farm income. This tells only 
a part of the story, since the income in- 
cludes a large proportion of non-cash 
returns which cannot be used in meet- 
ing interest, taxes and other fixed 
charges. 

Moreover, taxes reach their greatest 
height and form the greatest portion of 
necessary outlay in those parts of the 
country where the great staple crops 
are grown, where present depressed 
prices exert their greatest influence, and 
where agricultural distress becomes the 
most acute. It is estimated that tax pay- 
ments absorb from 85 per cent to 100 
per cent of all cash income from farms 
in the corn belt. 


AMONG THE STATES 


ACCORDING to Professor B. H. Hib- 
bard of the University of Wisconsin, 
Iowa tops the list with a 100 per cent 
record. Other authorities report that 
wheat-growing states present about the 
same picture. In the mixed farming 
groups in the north and east of the 
Mississippi, the proportion ranges from 
65 per cent to 85 per cent. In the cotton 
states and the South generally, the pro- 
portion is from 50 per cent to 60 per 
cent. As a result, tax delinquency has 
increased at a tremendous rate. In Mich- 
igan, Wisconsin, Minnesota, South 
Dakota and Oregon, according to Pro- 
fessor Hibbard, land on which taxes 
are delinquent is said to total 40,000,- 
000 acres, or the equivalent of the whole 
of the state of Michigan. 

The tax problem, however, must be 
solved by the states, and current agita- 
tion is accomplishing considerable re- 
lief in that line. The problem of inter- 
est and farm indebtedness is more na- 
tional in its (CONTINUED ON PAGE 52) 
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NCE January 15, 1929, the Irving Receiverships 


I 

~ Trust Company has been acting as 

receiver and trustee in bankruptcy 
in the Southern Federal Judicial Dis- 
trict of New York. In that district, com- 
prising New York and Bronx counties 
in New York City and nine other coun- 
ties to the north, have occurred a large 
part of all the bankruptcies in the coun- 
try, which fact gives unusual interest to 
the Irving’s form of organization for 
handling this business and the results 
obtained. 

The judges of the United States Dis- 
trict Court invited the trust company 
to undertake this work, having decided 
to try the practice of appointing a bank 
or trust company as receiver in all bank- 
ruptcy proceedings in which they 
deemed an appointment of receiver 
necessary. At first, the trust company 
was reluctant to undertake the assign- 
ment owing to the bad repute in which 


Procedure, tested by three years of experience, for the 


handling of bankruptcy cases through a trust institution 


bankruptcy administration had been 
held for a number of years by New 
York lawyers and business men and be- 
cause it was doubtful whether the work 
could be made profitable for the insti- 
tution which might undertake to do it. 

On the other hand, there was great 
need at the time for improving condi- 
tions in the field of bankruptcy adminis- 
tration in New York City. Consequent- 
ly, because it was a matter of public ser- 
vice to undertake the work and because 
an investigation indicated sufficient pos- 


Organization Chart of the Receivership Division 


Executive Section 


Vice-President in Charge 


Review and Execution of Documents 


Estates Administration Supervisor 


Coordinator of Services to Estates 


Administrative Section 


Receiver’s Representatives 


The Personnel of Each Group Consists of: 


Group Head 
Receiver’s Representatives 


Assistants 
Auditor 


Secretaries and Clerks 


Group IT Handles 
Textiles 

Millinery 

Furs 

Apparel 

Printing 
Stationery 

Art Goods 
Antiques 


Group I Handles 
Equity Receiver- 
ships 

Chain Stores 
Stock Brokers 
Continued Busi- 
nesses 

Large Liquidations 


Group III Handles 
Drugs 

Metals 

Furniture 

Jewelry 

Shoes 


Group IV Handles 
Novelties 

Leather Goods 
Miscellaneous 
No-Asset Cases 


Section of Cooperative Services 


Book Vault 


Collection Service Insurance Service 


Estates Fieldman’s Service Inventory, Appraisal and Sales Service 


Estates Accounting and Cashiers Service Personnel Service 


Progress Control Service 
Stenographic Service 


Mail, Telephone, Supply, Etc., Services 


sibility that ultimately a profit could be 
made in this work, the trust company 
consented to try it out. 

The first arrangement was quite ten- 
tative. After some months, the judges 
expressed satisfaction with the results 
of the experiment. On July 1, 1931, they 
Officially designated the trust company 
as standing receiver in all bankruptcy 
proceedings in which the bankrupt’s 
business is located in the counties of 
New York or Bronx or in the cities of 
Yonkers, White Plains, Mount Vernon 
and New Rochelle, these latter being the 
leading large towns in the Southern Dis- 
trict outside New York City. In each 
case the trust company itself, not an 
individual member of its staff, has been 
appointed receiver or elected trustee. 

From the date of the original ap- 
pointment up to October 1, 1932, ac- 
cording to a recent report, the standing 
receiver had been appointed in 3,015 
bankruptcy proceedings originating in 
the southern district. Creditors have 
elected it trustee in an increasing num- 
ber of proceedings—at present in over 
90 per cent of the cases. Almost without 
exception, it has been elected trustee in 
the proceedings looking to and/or re- 
sulting in reorganization rather than in 
liquidation. As to results, which are set 
forth in considerable detail in the re- 
port filed November 30, 1932, Honor- 
able John C. Knox, Senior Judge of the 
United States District Court for the 
Southern District of New York, said: 
“The appointment of the Irving Trust 
Company as standing receiver and the 
changes which have been made in bank- 
ruptcy administration in connection 
with that appointment have, in my 
opinion, justified themselves.” 

The trust company’s receivership di- 
vision is a self-contained and, as nearly 
as possible, a self-sufficient unit, whose 
members devote all their time to the 
work of the division in connection with 
the administration of estates. The ac- 
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AMERICAN BANKERS ASSOCIATION JOURNAL, February 1933 


“What we have labored to accom- 
plish: .. . To put liquidations and 
reorganizations on their only 
proper footing, to wit, that of busi- 
ness activities, conducted accord- 
ing to the best modern business 
methods, by skilled personnel, and 
with a single eye to the best re- 
sults for the creditors consistent 
with a fair deal to honest debtors.” 

—Irving Trust Company 


companying organization chart indi- 
cates how the division is set up. 

In charge is a vice-president of the 
trust company. Prior to assuming his 
present duties, he was a vice-president 
and resident counsel of the Irving Trust 
Company and has had more than 25 
years’ active service as a practicing 
attorney and in banking in New York 
City. His two assistants in the executive 
section are men of wide experience in 
general business, in accounting and large 
scale reorganization and in liquidation 
work. 

The administrative section consists of 
receiver’s representatives and their as- 
sociates, who furnish the direct adminis- 
trative services for the respective estates. 
Each proceeding is assigned to a repre- 
sentative as it comes in. He continues 
in charge of the proceeding until it has 
been closed; thus assuring it continuity 
of administration. The receiver’s repre- 
sentatives are divided into four groups, 
especially adapted to handle certain 
types of estates. In active charge of each 
group is a group head, who supervises 
the activities of his associates in the 
group in the administration of the 
estates being handled by them and con- 
sults with them on policies and adminis- 
trations, advising whenever necessary 
with the appropriate member or mem- 
bers of the executive section. 

A progress clerk in each group main- 
tains a record and file of the progress 
of administration of each estate for 
which his group is responsible. He keeps 
the several members of the group posted 
as to matters coming up, follows up to 
see that the successive steps of adminis- 
tration are attended to and generally 
reduces to a minimum the possibility of 
oversight or delay. 

There is also in each group an audi- 
tor who maintains records of the com- 
mitments of the several estates being 
handled in that group, checks the bills 
for representatives to approve for pay- 


ment, prepares the final accountings for 
the court and performs other compar- 
able duties. 

Numerous services other than those 
rendered by the executive and adminis- 
trative sections are necessary in the 
course of a bankruptcy administration. 
These are performed by the “section of 
cooperative services”. Among them are 
such matters as insurance of property, 
custody of securities and other valu- 
ables, collection of receivables, inven- 
tory, appraisal and sale of merchandise. 
Experience has shown that these and 
certain other services are best rendered 
to the estates by men who are specializ- 
ing therein rather than by men in direct 
charge of administration. These have 
been grouped and are referred to on the 
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Appraisal Requested 

Order of Sale 

Creditors etc. Notified 
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organization chart as “section of co- 
operative services’. 

In addition, there is the division ac- 
counting and auditing service, which 
acts as a check and audit of the records 
of the accounting and cashier’s work 
done for each estate. Due to an adequate 
personnel department, employees in the 
receivership division are selected with 
exactly the same care with which the 
other employees of the trust company 
are selected. They are bonded. and are 
kept under the same careful supervision 
applied to the trust company’s employ- 
ees generally. 

The amounts of fees which may be 
allowed receivers and trustees in bank- 
ruptcy are set forth in the Federal laws 
covering the (CONTINUED ON PAGE 65) 


Final Notice Utilities 


Reply on Field Service 


Cc. of B. Report App 


Cred. Meet. on Composition 


Final Composition Report 
Creditor's List Filed 
Ad jadication 


Report Election of Trustee 
Receiver's Final Filed 
Order of Distribution 


Receiver's Further Fee 


The progress clerk’s record, showing the 25-step program of administration, fol- 
lowed in general but varied to meet the requirements of individual cases 
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INAUGURATION 


1865—The nation heard Lin- —» ae aes 1885—Cleveland called for rad- 


coln’s promise to restore the 2 ical reform in the Civil Service 


Union 


1913—Wilson pledged construc- Rear-Admiral Cary T. Grayson, 
tive changes in the banking laws chairman of Franklin D. Roose- 
velt’s inaugural committee 
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Financial Advertising This Year 


the bank advertising man goes into 
a huddle with these perennial but 
fundamental questions: 

Ought this bank to increase, decrease 
or maintain its present rate of adver- 
tising expenditure this year? What are 
our objectives? How should the proposed 
appropriation be distributed among the 
values or services to be advertised? How 
should this be divided among the media 
to be used? 

These questions are not in the chron- 
ological order in which they are nor- 
mally studied. However, owing to the 
uncertainty of general conditions this 
year and the certainty of hints from 
the “man above,” the advertising man 
thinks first in terms of the total appro- 
priation rather than in logical sequence, 
such as: the job to be done, the condi- 
tions that prevail, and the relation of 
advertising and sales cost to anticipated 
revenue. 

Bankers like to know what other 
bankers are doing. The experience of 
others “in the trade” is always consid- 
ered a good barometer in any field of 
enterprise. At least it’s a base of oper- 
ations. So the Financial Advertisers’ As- 
sociation, including in its membership 


Tine is about the time of year when 


WHAT A QUESTIONNAIRE SHOWED 


Expenditures, 
Copy and Media 


some 500 of the representative banks, 
trust companies and investment houses 
of the United States and Canada—large 
and small banks in large and small cities 
—decided to find out what the tendency 
will be in financial advertising in 1933. 
A questionnaire was sent out asking 
these institutions if they plan to main- 
tain, increase or decrease their 1932 ad- 
vertising appropriations this year. The 
specific questions asked and the tabu- 
lated results are shown on this page. 


BEFORE THE YEAR STARTED 


BEAR in mind that most advertising 
budgets were reduced drastically in 1931 
and again in 1932. In some cases, ad- 
vertising was entirely eliminated (prob- 
ably unwisely as time will prove); and 
in others, the budget was reduced to 
a mere skeleton, or down to a few so- 
called essentials. The small amount 
finally authorized was spread so thinly 
over various media that the wisdom 
of the whole expenditure seemed ques- 


By I. I. SPERLING 


Mr. Sperling, assistant vice-president of 
the Cleveland Trust Company, is a mem- 
ber of the savings promotion committee, 
Savings Division of the American Bank- 
ers Association, and vice-president of 
the Financial Advertisers Association 
e 

tionable as to its effectiveness. No con- 
centrated, attention-getting effect was 
possible. 

As a result of the early returns of the 
questionnaire, it is possible to report 
that the financial advertising trend in 
1933, in terms of dollars, will be one of 
maintaining at least the publicity pace 
of 1932 and of accelerating it in many 
instances. 

Because of the limitations of time, 
questions regarding services to be ad- 
vertised or media to be used were not 
asked in the F.A.A. questionnaire, but 
the writer has had occasion to gather 
from officers, directors and individual 
members of the association the present 
tendencies. (CONTINUED ON PAGE 70) 


HE Financial Advertisers Association, in an effort to 


find out the tendency in financial advertising for 1933, 
recently asked three questions of its membership of nearly 
500 banks, trust companies and 


investment houses 


BY SIZE OF CITY 


Banks in Cities under 100,000 Population 
Maintain 23 — 


Banks in Cities of 100,000 to 500,000 


Increase 6 — Decrease 19 


throughout the country. The questions were: 
Will your institution maintain, increase or decrease 
its 1932 advertising appropriation next year (1933)? 
What are the total resources of your company? 
What is the population of your city? 
The earlier replies totaled 163*, and the tabulated 
results of the survey as discussed in the accompanying 
article by Mr. Sperling are as follows: 


Maintain 39 — 


Banks in Cities of 500,000 to 1,000,000 
Maintain 16 Increase 0 — 


Increase 7 Decrease 21 


Decrease 4 


Banks in Cities of over 1,000,000 


Maintain 16 Increase 4 -——- Decrease 6 


BY SIZE OF BANK 


Banks with Resources to $10,000,000 
Maintain 20 Increase 6 — 


Banks with Resources $10,000,000 to $50,000,000 
Maintain 40 Increase 10 Decrease 24 


Banks with Resources $50,000,000 te $100,000,000 
Maintain 12 — Increase 1 Decrease 7 


Banks with Resources over $100,000,000 
Maintain 18 — Increase 0 


Banks that will maintain last year’s advertising appropriation 95 
Banks that will increase last year’s advertising appropriation 17 
Banks that will decrease last year’s advertising appropriation 50 


Decrease 14 


*Norte: Included in these replies, but not to be classified as banks, are five 
returns from investment houses, national distributors of securities. Four 
of these plan to maintain the same budget as in 1932, while one declares that 
its budget will depend upon the number of issues advertised, as that type of 
copy makes up most of its publicity program. 

Four Canadian banks in cities ranging from 29,000 population to 1,000,000 
responded, three planning to maintain 1932 appropriations and one to 


increase. Decrease 5 
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Bond 
Prices 


By 
GEORGEW.EDWARDS,Ph.D. 


N statistical studies, satisfactory con- 
clusions can be drawn usually from 
an analysis of a small number of 

representative cases. However, such a 
method of sampling is always open to 
a possible error. Therefore this analysis 
is made to comprise 4,398 separate 
issues which embrace all the active issues 
in the market. The data was obtained 
from the Fitch Bond Record for the 
week of December 22, 1931. 

This period was selected for analysis 
since it represents one of the lowest 
points of the bond market throughout 
the depression, and since the volume of 
sales for December, 1931, was one of 
the heaviest on record. The large volume 
throughout that month was due to the 
widespread liquidation of securities by 
banks forced to convert their invest- 
ments into cash at any price. A study 
of this memorable period in the bond 
market should be particularly helpful to 
bankers, for it indicates the behavior 
of bonds under pressure of liquidation. 

These data are limited to utility, rail- 


INTEREST PAYING BoNDs 


In the November JOURNAL 
Dr. Edwards, professor of 
economics at the College of 
the City of New York, pre- 
sented certain results of his 
study of 4,398 bond issues. 
These included statistics on 
the behavior of bonds issued 
from 1900 to 1931. He indi- 
cates here the relationship be- 
tween earning power and 

market position 


road and industrial obligations, since 
the purpose was to analyze the effect of 
corporate earning power on the market 
position of the bonds. The bonds are 
grouped into three classes: (1) inter- 
est-paying bonds, (2) “last interest 
paid” bonds, (3) actually defaulting 
bonds. 

The first class includes those on which 
there was every reasonable probability 
that the interest would be paid. The 
second class is made up of those bonds 


TABLE I.—UTILITY BONDS 


By Number of Times Fixed Charges Earned 


NUMBER OF 
TIMEs FIXED 
CHARGES EARNED 


NUMBER 
OF BOND 
ISSUES 


21 
112 
211 
245 
219 
176 

78 
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Less than 1 
1.0—1.4 


1.5—1.9 
2.0—-2.4 
2.5—2.9 
3.0—3.9 
4.0—5.9 
6.0—9.9 
Over 10 11 
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“LAST INTEREST 
Pain” BOoNDs . 


Corporate 
Karnings 


Three 


Experience Tables 


which were still paying interest but 
which were facing probable default as 
reflected by a yield so high that it was 
no longer computed in the Fitch Bond 
Record. The third class is composed of 
bonds which had defaulted as to interest 
payment. In this study the results are 
based on the number of bonds in each 
class. 

The findings are presented in the ac- 
companying tables. In each table the 
bonds are grouped according to the 
number of times that the fixed charges 
have been earned, and range from those 
issues on which the fixed charges have 
been earned less than once over, to suc- 
cessive groups graded in denominations 
of one-half coverage, and finally to those 
bonds on which the fixed charges have 
been covered over ten times by earnings. 
In each group the bonds are then classed 
as (1) interest paying bonds, (2) “last 
interest paid” bonds, and (3) actually 
defaulting bonds. In each of these three 
classes there is given the number and 
per cent of bonds issued, and the total 


ACTUALLY DEFAULTING 
BoNnbs 


! 

NUMBER 

oF BOND 
ISSUES 


AVERAGE 
YIELD IN 
PER CENT 


PER CENT 
OF BOND 
ISSUES 


| 

PER CENT 

oF BOND 
ISSUES 


NUMBER 
OF BOND 
ISSUES 


PER CENT 
oF BOND 
ISSUES 


10.60 
8.92 
7.10 
6.53 
5.83 
5.51 
5.05 
5.07 
5.11 


40.4 
76.2 
94.2 
98.8 
100.0 
99.4 
100.0 
100.0 
100.0 


OWN 


17.3 
21.1 
5.4 
1.2 
0.0 
0.6 
0.0 
0.0 
0.0 


42.3 
2.7 
0.4 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
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TABLE II.—RAILROAD BONDS 


By Number of Times Fixed Charges Earned 


INTEREST PAYING BoNps 


“*“LAST INTEREST 
Parip” BoNnpDs 


ACTUALLY DEFAULTING 
BoNnps 


NUMBER 
oF BoNp 
ISSUES 


NUMBER OF 
TIMES FIXED 
CHARGES EARNED 


Less than 1 
1.0—1.4 
1.5—1.9 
2.0—2.4 
2.5—2.9 
3.0—3.9 
4.0—5.9 
6.0—9.9 
Over 10 


57 
108 
298 

91 

22 


of the per cent of all three classes is 100. 

From the first table it is seen that of 
the utility bonds whose fixed charges 
were earned less than once, more than 
42.3 per cent were in actual default and 
17.3 per cent were in pending default 
(classed as “last interest paid” bonds). 
Only 40 per cent continued to pay their 
interest, but even these fell to such a 
low price that the average issue sold on 
a 10.60 per cent basis. In the case of 
utility bonds, defaults ceased entirely 
after fixed charges were earned two 
times; and even pending defaults prac- 
tically disappeared as soon as fixed 
charges were covered 2.5 times. Also 
after this point, yields remained below 
a 6 per cent basis, and so the prices were 
relatively well maintained. 

In the case of railroad bonds (see 
Table II), those whose fixed charges 
were not covered by earnings showed 
36 per cent in default and 14 per cent 
in pending default, while the average 
yield of the remaining bonds was 9.96 
per cent. As soon as the ratio of earnings 


NUMBER 
oF BOND 
ISSUES 


AVERAGE 
YIELD IN 
PER CENT 


PER CENT 
oF BOND 
ISSUES 


PER CENT 
or Bonp 
ISSUES 


NUMBER 
OF BOND 
ISSUES 


Per CENT 
oF BOND 
ISSUES 


50.0 
87.1 
94.3 
98.9 
100.0 
100.0 
96.6 
100.0 
50.0 


9.96 
7.30 
6.11 
6.24 
6.38 
5.30 
5.51 
4.94 
5.45 


to fixed charges is more than one, the 
number of defaults tends to decrease; 
in fact, defaults occur in only three 
isolated instances. However, the percent- 
age of pending defaults continues rela- 
tively high until fixed charges have been 
covered at least two times. In the case 
of interest paying bonds, yield is high 
and prices fall low until we reach the 
class of bonds whose charges are covered 
three times over. 


INDUSTRIALS 


INDUSTRIAL bonds (see Table III) 
show a continuous, even though declin- 
ing, percentage of defaults as the pro- 
portion of earnings to charges increases. 
It is interesting to note that defaults do 
not disappear, however, in any group 
even up to the group whose charges are 
covered ten times. Pending defaults con- 
tinue at over 10 per cent of the total 
of industrial bonds until charges are 
covered four times. For all groups, even 
to the group where charges are covered 
over ten times, the yield remains high 


14.0 
12.9 
5.1 


and the price, therefore, continues low. 

If these tables on utility, railroad and 
industrial bonds are studied, not sepa- 
rately but comparatively, it is seen that 
the yardstick of earning power must be 
changed in the case of each of these 
classes of bonds. In the case of utility 
bonds it would seem that a coverage of 
at least 1.5 times is needed to assure 
protection against actual default, at least 
2.5 against impending default and 
against sharp price depreciation. In the 
case of the railroad bonds an even cov- 
erage of earnings to charges was (with 
a few exceptions) assurance against de- 
fault, but a coverage of at least two 
times over was required to safeguard 
against pending default and three times 
over as protection against price depre- 
ciation. 

In the case of industrial bonds, ap- 
parently not even ten times coverage 
gave assurance against actual default 
and price depreciation. 

These figures are well above legal re- 
quirements in several of the states. 


TABLE III.—INDUSTRIAL BONDS 


By Number of Times Fixed Charges Earned 


INTERFST PAYING BONDS 


NUMBER OF 
TIMES FIXED 
CHARGES EARNED 


NUMBER 
OF BOND 
ISSUES 


“LAST INTEREST 
Paip” BoNnpbs 


ACTUALLY DEFAULTING 
BONDS 


NUMBER 
oF BoND 


AVERAGE 
YIELD IN 
PER CENT 


PER CENT 
OF BOND 
ISSUES 


| 


PER CENT 
or BoNnpD 
ISSUES 


NUMBER 
OF BOND 
ISSUES 


PER CENT 
or BOND 
ISSUES 


Less than 1 58 
1.0—1.4 46 
1.5—1.9 | 57 
2.0—2.4 | 52 
2.5—2.9 41 
3.0—3.9 57 
4.0—5.9 62 
6.0—9.9 43 
Over 10 47 


10.13 
9.84 
9.65 
9.92 
8.52 
8.97 
7.23 
7.29 
6.74 


51.4 
61.3 
76.0 
85.2 
85.4 
85.1 
96.9 
97.7 
97.9 


19.2 
6.7 
9.3 


30.4 
32.0 
14.7 
11.5 
10.4 
10.4 
0.0 
0.0 
0.0 


29 
| 
| 
| 16 | 0.0 
| | 16 | | 0.6 
1 | 1.1 0.0 
| | | 0 | 00 0.0 
38 0 | 0.0 0.0 
| 288 | 0 | 00 3.4 
9 | | 0 | 00 0.0 
2 2 | 50.0 0.0 
| | | 
| 7 | | 
| | 5 | | 4.2 
| | 7 | | 4.5 
| | 0 | | 3.1 
| 0 2.3 
| 
| | | | 0 | | | 2.1 


EDITORIALS 


Technopia in Retrospect 


LOOKING back on the recent technocratic distur- 
bance, it would seem to be cause for amazement that 
this idea, at the ripe age of 200 years, should have dis- 
played such remarkable vitality. In the eighteenth 
and nineteenth centuries, there were men who saw 
the menace of the machine and were greatly alarmed. 
But they were obliged by circumstances to shudder 
in silence and comparative obscurity; whereas their 
counterparts today have had the benefit of radio and 
Columbia University. 


THREE DECADES 


THE whole situation can be summed up in a few 
words: there were 398 persons out of every 1,000 of 
population employed in 1930 as compared with 383 
in 1900. And 1930 was not a good year. 

The expansion of the output of American factories 
led to the expansion of sales forces in a corresponding 
degree. The transportation systems of the country 
received more freight to handle. Automobiles alone 
furnished 3,106,645 car loads of freight in 1931— 
12.6 per cent of the whole. They furnished employ- 
ment directly to 3,110,464 people, indirectly to 920,- 
000 more—9.5 per cent of the persons gainfully em- 
ployed in the country. 


A WIDENING CIRCLE 


DISPLACED labor goes into new employment in a 
constantly widening circle of new production, new 
lines of industry—new services which are fed in many 
cases by the very machine which temporarily “dis- 
places” labor. 

The invention of the cotton gin threw thousands of 
slave laborers out of the labor of hand ginning. It 
turned their labor into the production of more cotton 
and the employment of more persons in the textile 
industries. The invention of the electric generator 
threw many thousands of hand workers out of em- 
ployment. It made possible the employment of many 
times their number by the introduction of cheaper 
and more adaptable power in other industries, not to 
mention the many thousands employed in the manu- 
facture of generators and all the electrical apparatus 
and equipment which its use has developed. 


CONSTANT CHANGE 


THE hardship of such changes must be appreciated 
but there is nothing new in the principle behind them, 
since the same thing happened when men changed 
from beaver to cloth hats long before the machine 
age; or when women abandoned the hoop skirt. New 
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inventions almost invariably lead to increased de- 
velopment in the industry affected, taking up much 
of the slack in employment. They usually lead to fur- 
ther development in other industries, taking up more 
slack. Above all, the expansion of the machine age 
has developed activities in other lines, especially in 
the so-called “service occupations”. 


Relations Between Large and Small Trust 
Departments 


“LARGE” and “small” applied to trust depart- 
ments are purely relative terms. Whereas, in a sparsely 
settled, agricultural state a trust department with 
$50,000,000 of personal trust assets is a large trust 
department, in New York City or Philadelphia or 
Chicago it is a small one. Yet the $50,000,000 trust 
department in the agricultural state may hold as 
commanding a position in the trust field of that state 
as the billion-dollar trust department does in one of 
these cities. Thus using the terms “large” and “small” 
relatively, we raise the question of the relations be- 
tween large and small trust departments. 

To an extent that is not always fully realized, every 
trust department, large or small, is its brother’s keep- 
er, whether that brother is doing trust business across 
the street or across the continent. An eastern trust 
institution has recently been known to be unable to 
secure a desirable trust account because a trust in- 
stitution in another part of the country, the customer 
complains, has rendered indifferent service in the set- 
tlement of the estate of a kinsman. 

On the other hand, we know an instance in which 
a man from a western state promptly sought out and 
opened trust accounts with an eastern trust institution 
because, he said, he had received such excellent trust 
service at the hands of a trust institution in the dis- 
tant state from which he had just come. A large trust 
department does not receive a large estate to settle or 
a large trust to administer because some small trust 
department in a distant community, through inexperi- 
ence, fails to handle satisfactorily a small estate. On 
the other hand, a small trust department does not 
receive a local trust account because some big trust 
department fails to satisfy one of its customers and 
news of the fact spreads among his friends and kins- 
men. 


ADVERSE EFFECT 


TO a still greater degree all the trust departments of 
the same trade area are affected by one another. A 
few trust accounts poorly (CONTINUED ON PAGE 77) 


George M. Reynolds, 
who started as a clerk 
in a small Iowa bank 
52 years ago, re- 
signed the chair- 
manship of the 
board of the Con- 
tinental Illinois 
National Bank & 

Trust Company, 
Chicago, effec- 

tive January 7 


Three Americans who are taking part in the 
arrangements for an international economic 
conference: Frederick Livesey, Assistant 
Economic Adviser, Department of State; 
Edmond Day, Director for the Social Sci- 
ences, Rockefeller Foundation; John Henry 
Williams, Harvard Professor of Economics 


LONG 


Senator from 
Louisiana and 
leader of a filibus- 
ter to prevent ac- 
tion on Senator 


Glass banking bill 


GLASS 


Senator from Vir- 
ginia whose bank- 
ing bill, along 
with other Senate 
business, was held 
up by a filibuster 


Albert H. Wiggin re- 
signed December 21, 
1932, as active head 
of the Chase Na- 
tional Bank, New 
York, after 48 
years of activity 

in the banking 
field. He re 
mains a member 

of the board and 

also of the exec- 

utive committee 
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“There will be a magnificent centennial in Chicago this summer, 


but no matter how remarkable it may be, it will not be more 


amazing than the city itself.”’ Herbert Manchester gives here some 


of the facts about the city’s growth and its remarkable develop- 


ment from the days of old Fort Dearborn. Chicago’s “Century 


of Progress” has seen the population increase 1,000 times 


old Fort Dearborn hunted wolves 

between the Chicago River and 
Lake Michigan. Some of our grand- 
fathers might have seen a newspaper 
item about the incorporation of a town 
near the mouth of the river—without 
considering it important enough to re- 
member. And men still live who recall 
Chicago as merely a growing little west- 
ern city. 

Yet for years Chicago has been the 
second city in the country. It has long 
been the world’s greatest grain market 
and the greatest manufacturer of agri- 
cultural implements; the world’s great- 
est livestock market and the greatest 
meat packing center; the world’s greatest 
railroad center and the greatest receiver 
and shipper of freight by land. 

Chicago leads the cities of the coun- 
try in foundry and machine shop prod- 
ucts and in making electrical machin- 
ery, in railway car building, in tanning, 


\ CENTURY AGO the officers of 
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in mail orders and in confectionery. 

Chicago has long ranked second only 
to New York in total manufactures, 
wholesale and retail trade, building con- 
struction, and other items too numerous 
to be detailed here. 

Since 1900 Chicago has become a 
metropolis. Belt lines, lake harbors, and 
the city labor supply enable factories 
to locate outside the city but near 
enough to receive its advantages. Steel 
has come in and great steel plants have 
been established at Calumet and Gary, 
considered in the Chicago district. 

The city has turned its eyes also to- 
ward the beautiful and the cultural. It 
has constructed parks, playgrounds and 
beaches along the whole lake front, and 
has flung a chain of boulevards and 
parks around its western outskirts. It 
has turned the bluffs to the north for 
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30 miles along the lake into villas and 
estates. It has fostered great universities 
and has become a center of art and 
music. 

Chicago was largely the outgrowth of 
an overwhelming faith in its future. It 
did not spring up by accident. It was 
boomed by real estate speculators, who 
located a town at the mouth of every 
river that flowed into Lake Michigan. 
The Chicago River was only a sluggish 
stream oozing from the marshes which 
lay to the west; it flowed lazily to a 
sand bar on the lake shore, but it offered 
the prospects of a harbor and of trans- 
portation. And while the Milwaukee 
River was far more beautiful and of- 
fered higher sites for residences, the 
Chicago River was nearer the head of 
the lake, which had to be skirted in 
going to the northwest. 


28 VOTERS IN 1833 


SO in 1833 Chicago was organized as 
a town with 28 voters. It was started 
with a real estate boom and in 1835 
had 3,265 inhabitants. When Harriet 
Martineau visited there in 1836, great 
land auctions were in full blast. Lots to 
the amount of $2,000,000 were sold 


The lake front in 1860. Vastly different from Chicago’s Michigan 
Avenue and skyline of today, as pictured above with park, boule- 
vards, stadium, museums and centennial exposition grounds 
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A striking contrast in architectural de- 
signs. These two views show (above) the 
central court at the Chicago Exposition 
in 1893, and (below) the administration 
building for the 1933 World’s Fair 


along the projected canal to the Illinois 
River, and a lawyer friend of hers made 
$500 a day drawing up the titles to land. 
It was to handle such a rush of trans- 
actions, that a branch of the new Illinois 
State Bank was established in 1835. 

The industries, too, in which Chicago 
was destined to lead the world were just 
beginning. The first shipment of packed 
beef to the East was made in 1833, and 
the first shipment of wheat around the 
lakes in 1838. 


RAILWAYS AND WATERWAYS 


IN 1837 the Illinois legislature passed 
an ambitious scheme for internal im- 
provements, involving $4,000,000 more 
for the Illinois-Michigan Canal from 
Lake Michigan to the Illinois River, 
$400,000 for river improvements and 
$9,000,000 for railways, such as were 
just being started in the East. The two 
state banks were made agents for the 
funds, were given state bonds in return 
for $3,600,000 of bank stock, and is- 
sued bills on the basis of the bonds. This 
might have worked out but just then the 
crisis of 1837 struck the country and the 
state bonds were unsalable. 

The boom in Chicago collapsed, and 


the town was almost wiped out. Not a 
railroad was built or begun. In 1837 the 
branch of the state bank was closed, in 
1843 the Illinois State Bank was liqui- 
dated, and from 1843 to 1852 there were 
only private bankers in Chicago. One of 
the most notable of these was George E. 
Smith, founder in 1839 of the Wisconsin 
Marine and Fire Insurance Company, 
the certificates of which were the safest 
bills then circulated in the town. 

But canals and railroads were being 
planned, and the prospects of the city 
must have seemed promising because 
Cyrus H. McCormick moved to Chicago 
to start his reaper factory, John V. Far- 
well opened his grain commission house 
there, and the Chicago Tribune was 
founded—all in 1847. Also in that year 
the oldest financial institution at present 
in Chicago was established, the Chicago 
Title and Trust Company, which began 
as a private firm and incorporated years 
afterward. 

Business was apparently anticipating 
the Illinois-Michigan Canal. With an 
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additional loan of $1,600,000 procured 
by private bankers from the East, and 
at a total cost of about $7,000,000, this 
was completed in 1848. It aided the flow 
of grain to Chicago, and began to pay 
profits at once. 


CONNECTION WITH THE EAST 


WITH the help of local subscriptions, 
the Galena and Chicago Union Railroad 
also began in 1848 to creep to the West; 
and in 1852 railroad connection was 
made with the East, when the Michigan 
Southern beat the Michigan Central in 
a race from Detroit to Chicago. The 
Illinois Central, the Chicago and North 
Western, and the Chicago, Rock Island 
and Pacific all started construction in 
1852. The Illinois Central received a 
large grant of land from Congress, but 
the others were built by subscriptions 
with the stock largely financed by local 
bankers. 

After a general banking law was 
passed by the Illinois legislature in 1851, 
a number of bankers entered the Chi- 
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cago field and aided the rapid develop- 
ments of the period. The Merchants 
Savings Loan and Trust Company, 
which later became an element in the 
formation of the Illinois Merchants 
Trust Company, now the Continental 
Illinois National Bank and Trust Com- 
pany, was established in 1857. 


WHEAT—MEAT PACKING 


THE canal, the railroads, and the 
banks greatly facilitated the shipment 
of wheat, and by 1856 Chicago was the 
greatest wheat shipping market in Amer- 
ica. Meat packing likewise increased 
with astonishing rapidity and early in 
the Civil War period Chicago passed 
Cincinnati as the greatest meat packing 
center in the United States. Planking- 
ton, Armour and Company was started 
in 1863, and some years later the names 
of Swift and Company and Wilson and 
Company were added to that group 
which have established their trade names 
throughout the world. These pioneers 
in meat packing were the leaders in de- 
veloping that industry and they later 
began to utilize the waste products 
which added materially to the scope of 
their operations. 

Chicago had been notorious in early 
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Above, upper Michigan Avenue, the Link bridge and Wacker Drive. 

Chicago has grown upward as well as outward. Below, the center of the 

financial district—La Salle Street, with the new Board of Trade building 
in the center 


days as the center from which great 
quantities of irredeemable paper were 
being scattered broadcast throughout 
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the country. When the 
nation was in the throes 
of civil war, Congress, in 
order to enable the na- 
tional Government to 
borrow money more 
readily with which to 
carry on the war and to 
furnish relief from the 
chaos of good, bad and in- 
different money, enacted 
the National Bank Act. 
Such were the prevail- 
ing conditions when the 
First National Bank of 
Chicago received from 
the Federal Government 
the eighth charter to be 
granted under the new 
Act, and opened its doors 
for business on July 1, 
1863. The bank has 
grown with the city and 
its facilities are today 
supplemented by those of 
its affiliated institutions, 
the First Union Trust 
and Savings Bank organ- 
ized in 1903, and the Na- 
tional Safe Deposit Co. 


Levi Z. Leiter, John Farwell, and 
Marshall Field in 1864 established the 
department store which was later to 
become famous, not only in this country 
but throughout the world, as Marshall 
Field’s. The Chicago Clearing House 
was established in 1865 as a private 
arrangement between the banks. 


THE GROWTH CONTINUED 


THE Stock Yards National Bank was 
founded in 1868 as the Union Stockyard 
Bank to facilitate the operations of the 
livestock industry, which at that time 
was becoming the greatest single in- 
terest of the district. It is interesting to 
note that only three weeks ago, on Jan- 
uary 11, this long established institution 
and the Stock Yards Trust and Savings 
Bank were consolidated under a state 
charter as the Stockyards Bank and 
Trust Company. Also in 1867, George 
M. Pullman organized his palace car 
company. 

Between 1860 and 1870 Chicago 
passed Cincinnati, New Orleans, Boston 
and Baltimore in population, and a lit- 
tle later, as the railroads outdistanced 
the river steamboats, it passed St. Louis 
to become (CONTINUED ON PAGE 55) 
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Canada’s Experience with 


Low Priced Wheat 


to the lowest level since about the 

middle of the seventeenth century 
raised a new problem for the Canadian 
wheat producer just at a time when he 
believed that he had successfully re- 
sisted the depressing influences of the 
preceding three-year period. 

During that period of price depres- 
sants he had followed the advice of ex- 
perts and changed his agricultural prac- 
tice to the extent of diversifying some- 
what his operations—without, however, 
curtailing his wheat acreage. Most im- 
portant of all, he had reduced his pro- 
duction costs, on the average, by about 
one-third. The latter development meant 
that a price of 60 or 65 cents per bushel, 
as prevailed in part of the growing sea- 
son of 1932, would have covered the 
general costs of production and given 
the most efficient growers a fair profit. 
But nature superimposed new difficul- 
ties upon a mass of old problems. West- 
ern Europe harvested a bumper, in some 
areas an extra-bumper, crop which re- 
duced its import requirements, already 
greatly lowered by high duties, domestic 
milling regulations and the application 
of the import quota system to grains. 

Canada’s normal crop and abnormal 
carry-over of old wheat raised her ex- 
portable surplus to nearly 400,000,000 
bushels, about 30 per cent above the 
average. Further, two of the principal 
exporting countries, Australia and Ar- 
gentina, who, like Canada, require large 
blocks of foreign exchange to meet their 
external debt service, planted 3,500,000 
acres more wheat in 1932. These events, 
in combination with continued distur- 
bances in the general economic situation, 
outweighed by far the acreage reduction 
and damage in the American south- 
western wheat belt, the failure of Russia 
to attain her objective in the spring 
planting programme and a short crop 
in the Danubian Basin. 


Tie autumn slump in wheat prices 


While the United States Con- 


gress sees in every will-o’-the- 


wisp a method of aiding farm- 
the 


position merits close attention 


ers, Dominion’s wheat 


By C. M. SHORT 


The author, who is assistant secretary of 
the Canadian Bank 
Toronto, has just completed an exten- 


of Commerce in 


sive trip through Canada’s wheat belt 


Certain factors that _ ordinarily 
strengthen prices, such as downward 
revisions of the 1932 crop estimates for 
Canada and Argentina, and the poor 
condition in which American fall wheat 
entered the winter season, have been 
quite ineffective, even by way of stay- 
ing the price decline. Clearly, then, the 
greatest pressure on the price structure 
came from the large supplies in Western 
Europe and Canada. This discussion 
centres upon the question of how to pre- 
vent, or, at least, mitigate, a recurrence 
of this situation. 

There is but little possibility of West- 
ern Europe’s contributing any measures 
tending to relief. Those countries, once 
highly important markets for the ex- 
porting producers, may not be able to 
enlarge their wheat acreages much. 
Nevertheless, in the interests of social 
order they have embarked upon a policy 
of the greatest possible protection to 
their own grain growers against overseas 
competition. They are likely to continue 
it for years to come. 

Turning to Canada, that country has 
continued to produce wheat, along with 
Argentina and Australia, on much the 
same basis as when the Western Euro- 
pean market was not surrounded by 


barriers of such construction as to tax 
the ingenuity of the architects responsi- 
ble for their design. 

Ever since 1927 the Canadian carry- 
over has been of burdensome propor- 
tions, notwithstanding the fact that in 
each year Canada has headed the list 
of exporting countries, accounting on 
the average for about one-third of world 
exports. From August 1 to December 31, 
1932, Canadian exports were exception- 
ally large, about 135,000,000 bushels, 
which formed over 50 per cent of all 
the wheat placed on the international 
market. Yet on the latter date there was 
still available for foreign sale about 
35,000,000 bushels more than was ex- 
ported in the entire preceding “wheat 
year”. 

It should be apparent from the fore- 
going that the time has come, if it is not 
already overdue, for Canada to give 
serious consideration, either in conjunc- 
tion with the other exporting countries 
or alone, to the question of adjusting 
supply to demand. Left to itself, the 
problem would turn to “a survival of the 
fittest”, in which event Canada would 
not come out second best. 

The least possible damage would re- 
sult from a wholesale voluntary effort to 
reduce by at least 15 per cent the normal 
Canadian exportable surplus. This is not 
the formula of a single mind, but the 
opinion of several competent authorities, 
who add that, while a rise in wheat 
prices would bring pleasant relief to 
hard pressed farmers, continued low 
prices would force a better balanced 
agricultural system in western Canada. 

The programme which commands fa- 
vour involves but little actual abandon- 
ment of acreage. Naturally, as the 
“wheat depression” deepens, the mar- 
ginal producer is brought nearer to 
the point where he finds it necessary to 
give up the struggle. It may be noted 
that there is (CONTINUED ON PAGE 75) 
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CONTACT— 


Between Country Banks 


OUNTRY bankers feel that closer 

personal contact with their city 

correspondents would be helpful. 
This fact is revealed through an inquiry 
undertaken by the JOURNAL to discover 
the frank opinions of both country and 
city bankers on their correspondent re- 
lationships. 

Last month, the JOURNAL reported 
some of the comments and suggestions 
of country bankers in 24 states who de- 
scribed the services by city correspon- 
dents which they regarded as most use- 
ful. 


PERSONAL CALLS 


REGARDING personal calls, an eastern 
country banker made this critical but 
constructive comment: “I feel that the 
larger correspondents do not choose 
carefully enough the men whom they 
send out to maintain contact with the 
country banks. We have had very 
cordial relations with our two principal 
correspondent banks, but calls from 
their men have been extremely infre- 
quent. If we get a call once a year, they 
are doing very well. 

“The men who call on us are excellent 
gentlemen, but they are not men who 
can give us very much, if anything. We 
are not especially in need of contact 
men who are glad to visit us and admire 
our village and banking quarters, but 
who cannot discuss the bond market 
because they are not familiar with it, 
who do not care to express an opinion 
on Government bonds, who have rather 
hazy ideas about foreign conditions, etc. 
We shall be very glad to have someone 
drop in occasionally who possesses a real 
conception of country banking problems. 
Thus far we have never had one in the 
bank. 

“We have always found it possible 
to get information of one kind or an- 
other from the city banks whenever we 
happen to be in the city by the process 
of going to the various specialists in 
each instance, but our visits to the city 
are not as frequent as we wish they were.” 
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Another stated that “nearly every 
country banker might appreciate a per- 
sonal call from some officer of his city 
correspondent bank at least once or 
twice a year, as in this way the two 
banks are brought closer together and 
can talk things over far more satisfac- 
torily than in any other manner.” A 
New York state banker went a step 
further in urging more personal ac- 
quaintance and the training of a bank’s 
junior officers for contact work. He said: 
“This accomplishment is being worked 
out in group banks and I believe it 
would be of much benefit to independent 
banks. At the present time a group 
banking system is giving certain officers 
in constituent outlying banks from one 
to two months’ training among other 
banks of the group. This not only adds 
in personal acquaintance, but gives bank 
executives a broader idea of bank oper- 
ations—both factors in turn being very 
beneficial to correspondence between the 
banks.” 


THE DESIRE TO ACCOMMODATE 


CONCERNING correspondence and 
the handling of detail in stimulating 
closer relations, a Michigan banker of- 
fered the comment that “when a country 
bank writes to the correspondent where 
it has a substantial 
balance and where it 
asks no accommoda- 
tions or favors of 
any kind, it needs 
prompt and gracious 
service. I have in 


mind one particular bank where we keep 
a reasonably fair account and ask no 
financial accommodation of any kind, 
and yet when we ask for some little 
information on people in their own 
town, we get a very cold and distant 
letter safeguarded in every way and 
with mighty little information in it. I 
think gradually city banks are learning 
that in order to attract and hold bal- 
ances, there must be some manifesta- 
tion of the desire to accommodate, and 
it must be more than lip service.” And 
this from Massachusetts: “It seems to 
me that if the city banks would write to 
their country depositors informing them 
of the ways in which they could be of 
assistance, it would promote a closer 
relationship all around. The country 
banks are continually doing this to their 
own depositors.” 


HELP ON MANAGEMENT 


PERHAPS at no previous time has the 
opportunity been greater for the larger 
city institutions to give active help and 
cooperation to country banks in solving 
the problems of local management. Cer- 
tainly the attitude of country bankers 
themselves is (CONTINUED ON PAGE 58) 
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Contact, in the sense used here, includes personal 


visits and also mail, telegraph and telephone contact in 


helping country bankers solve management problems 


and City Correspondents 


I. 


ITY correspondent bankers in 12 
cities are in agreement 

with country bankers as to the 
value of maintaining closer contact with 
each other. And both agree, as well, that 
there is room for improvement in this 
phase of correspondent banking rela- 
tionships. 

An Ohio banker, whose institution 
serves small banks in three states, 
pointed out that “some one of us makes 
it a point once a year to make a per- 
sonal call. This seems to be appreciated 
and is also helpful to us in more ways 
than one. I think closer relations be- 
tween the depository and the corres- 
pondent in every way will be very help- 
ful to both.” And from Philadelphia: 
“We believe the contacts maintained 
with either reserve or central reserve 
cities have distinct value in shaping the 
course of action and policies of country 
banks.” 

More specific as regards the personal 
factor was this middlewestern banker’s 
method: “We find among the most help- 
ful relations in dealing with our de- 


positing banks is a close personal knowl- 
edge of the management of the bank and 
the character of the men in charge of its 
affairs. We are endeavoring to impress 
them with the necessity of prompt ad- 
vices on all transactions between us, 
and of course we give this most careful 
attention ourselves. We find that some 
banks are tardy in sending back ad- 
vices and are following the law on pro- 
testing both checks and notes, which 
often puts us in a rather embarrassing 
position with our depositor.” 


ADVICE ON POLICIES 


THE work of the banks and bankers 
department of a well organized Pacific 
coast institution, which handles bank 
relationships, was described by an officer 
in these words: “Through this depart- 
ment our contacts with correspondent 
banks are maintained, and our credit 
facilities are placed at the disposal of 
these banks. In this connection I feel 
that the city correspondent banks are 
in position to render a real service not 
only through the handling of the coun- 
try bank’s seasonal loan requirements 
by making loans direct to the institu- 
tions or handling excess lines of credit 
for them, but also in the matter of ad- 
vising on policies of operation. Obvious- 

ly, the large city 

bank, through its 

contacts in different 

sections of the coun- 

try, is in a much bet- 

ter position to obtain 

a cross-cut picture of 


conditions than are the small banks 
operating in a restricted area and seeing, 
in many cases, only their own local 
situations. 

“If the larger city banks cooperate 
properly with the smaller banks and if 
the country bankers will come to the 
city banks with their problems in a 
proper spirit of cooperation and will 
discuss these problems frankly, I am of 
the opinion that the city banks can as- 
sist very materially with constructive 
advice on credit matters as well as on 
methods of accounting, analysis of ac- 
counts, establishment and maintenance 
of credit files and many other problems 
which are constantly presenting them- 
selves.” 

And still another Coast banker em- 
phasized as a personal contact service 
“lending for temporary periods trained 
personnel, which the bank may substi- 
tute for its employees who are away on 
account of illness or for other reasons.” 


IMPORTANT PROBLEMS 


THIS brief but expressive comment 
from a New York banker properly in- 
troduces any discussion of help on man- 
agement and other problems as afforded 
by the larger institutions: “The degree 
to which we can be helpful to the out- 
of-town bank is dependent upon how 
closely the latter will work with us— 
that is, consult with us—whenever an 
important problem arises.” 

Moreover, in defending the “hard- 
boiled” attitude sometimes referred to, 
an officer of a large Pennsylvania insti- 
tution told the JOURNAL: “While I 
would not expect some country bankers 
to agree with me, I would say that for 
the ‘long pull’, the best way a city cor- 
respondent can help country correspon- 
dents is to help them generally to im- 
prove the management of their institu- 
tions. I do not mean this in any patron- 
izing way. What I have in mind is that 
most country bankers are so close to 


’ their customers who are often neighbors, 


friends and close associates, that they 
are much more prone than most city 
bankers are to say ‘yes’ when they 
should say (CONTINUED ON PAGE 59) 
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Illmois Banks 
Have Told 
The Public 
About Banking 


you go 


to your local bank and cash 

or deposit a check for $100, 

drawn on a Los Angeles 

bank, let us say, yeu may 
wonder why the teller makes a charge of a 
few cents for “exchange”. 

For you the transaction is complete. It 
has not occurred to you that your bank has 
actually advanced you $100 of its own 
money for a week or ten days, until it can 
get the $100 back from the bank in Los 
Angeles, meanwhile losing the interest on 
this amount. 

Furthermore, during this process of col- 
lection your check must be entered, the 
proper forms made out, mailed, verified and 
otherwise handled by many people. 

So the few cents “exchange” merely re- 
imburses the bank for the expense incurred 
in giving you a valuable service. 


PRESIDENT 


ILLINOIS BANKERS ASSOCIATION 


By PAUL E. ZIMMERMANN 


HE Illinois Bankers Association, 
several months ago, sought to as- 
sist its members in solving the 
problem of rebuilding public confidence 
through launching a cooperative cam- 
paign in which hundreds of banks are 
now participating. The idea back of this 
program is that the best way to meet the 
situation is to explain frankly to the 
public the principles, policies and 
methods involved in sound banking. 
The campaign is directed by the com- 
mittee on public relations of the Illinois 
Bankers Association. It was undertaken 
only after a large majority of the banks 
in Illinois had agreed to participate. 
At the time the campaign was started, 
April 11, the banking situation in IIli- 


SEPTEMBER 1932 


TIMELY 
TALKS 


with Bank Employees 


2 HAT are some of the qual- 


ities which help to make a man a good banker? It 
would be easy to write down a long list. The banker 
should know this and study that. He should look and 


act the part in certain prescribed ways. But when we 


nois was critical. People were keyed up 
to a high pitch of nervousness through 
reading of bank difficulties throughout 
the nation and, in many cases, through 
hearing unfavorable rumors about their 
own banks. Frequently, these rumors 
were without foundation, but much 
harm was done before their falsity could 
be proved. 

If ever a situation called for a strong, 
carefully prepared confidence rebuild- 
ing campaign, this one did. Bankers 
were as disturbed and shaken as many 
of their depositors and welcomed this 
effort as a hard-pressed and exhausted 
army welcomes reinforcements. 

The committee was urged by many 
bankers to hurry the advertising material 
along, and the first few advertisements 
were prepared as speedily as possible 
without sacrificing quality. It is doubly 
important to get just the proper angle 
in times of stress. Every effort has been 
made, from the very start of the cam- 
paign, to have each advertisement and 
article as nearly perfect as possible be- 
fore it goes to the banks. 

The material sent weekly to each par- 
ticipating bank is a mat of an advertise- 
ment for the local newspaper appearing 
over the signature of the association and 
signed by its president; copy for a sec- 
ond advertisement which, if the bank 
desires, can be run over its own signa- 
ture; posters of the association adver- 
tisement for the bank’s windows or 
lobby; an economic article on some 
phase of banking to be run in the local 
newspaper; a timely editorial on a bank- 
ing or financial subject, suitable for 
printing in the local newspaper. 


Banks in small towns where no news- 
papers are published receive the posters 
and a supply of each advertisement in 
folder form suitable for counter distri- 
bution or mailing. 

Once a month an employees’ talk of 
an inspirational or educational character 
is furnished. 

The advertisements, economic articles 
and editorials have appeared in many 
newspapers throughout the state. The 
messages in the form of newspaper ad- 
vertising or folders have gone into thou- 
sands of Illinois homes. The reception 
on the part of the public has been ex- 
tremely favorable. 

The attitude of the banks toward the 
program is clearly indicated by the fact 
that there are now more than twice as 
many banks still cooperating as had 
been anticipated when the campaign 
started. This is true despite the fact 
that no bank is bound by any contract 
whatever and is free to withdraw at any 
time. 

A questionnaire was sent to every par- 
ticipating bank at the end of three 
months inviting suggestions regarding 
themes for copy, preparation of the 
other material and also general com- 
ments. The tension on the part of the 
public had eased somewhat by that time 
and the committee was uncertain as to 
what the questionnaire would disclose. 
Replies were most encouraging, showing 
that the majority of the banks were as 
enthusiastic as ever about going on with 
the program. It was decided to continue, 
at least through the reconstruction pe- 
riod. 

Quite often (CONTINUED ON PAGE 41) 
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ears AL0 


Recordak pioneered with a single posting 


system for handling checking accounts 


in commercial banks. Advantages of this 
innovation were so impressive that bank- 


ers were quick to see its possibilities. 


Today 


Scores of representative banks from coast 
to coast are using the Recordak Photo- 
graphic Plan of Single Posting. On the 
average they save 33'/,% in labor, 40% 


in machines, and 50% in stationery. 


| with its pic- 
ture records on safety 
film, made single posting 
practical and economical. 

It has developed the only 
single posting system that 
gives a complete record of 
all check transactions. 

It offers the only single 
posting system with really 
effective safeguards against 
tampering and many other 
types of fraud. 

In representative banks 
the country over the Recordak 
Single Posting Plan has 


shown consistent savings of 


334% in labor, 40% in ma- 
chines,and 50% in stationery 
over dual posting systems 
formerly used. 

Installed on a moderate 
rental basis, the Recordak 
System saves money from the 
day it is put into service, 
without any disturbance of 
bank routine. 

It’s time to investigate, to 
learn first-hand the substan- 
tial savings that Recordak 
can make for you. 

Write today for complete 
information and a list of 
present users. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 
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The carriage is entirely controlled from 
the keyboard. At a touch of the carriage 
return key the motor instantly returns 
the carriage to the next writing posi- 
tion, automatically spacing the platen. 


BURROUGHS 


TYPEWRITER 


Provides an ease in typing that greatly lessens fatigue and 
increases production, because an electric motor returns the 
carriage and shifts the platen. The typist’s hands never leave 
the keyboard .... The motor and its mechanism are com- 
pletely enclosed in the typewriter case, without change in the 
size, attractive appearance, standard features or scientific 
design of the typewriter . . . . This new product is distinctly 
Burroughs in quality, material and workmanship. Investigate its 
new and advanced construction, the ease it brings to typing and 
the results it produces. Call or write the nearest Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
Manufacturers of ACCOUNTING MACHINES . TYPEWRITER BILLING MACHINES . ADDING MACHINES 


TYPEWRITER BOOKKEEPING MACHINES . STATISTICAL MACHINES ,. CALCULATING MACHINES 
CASH REGISTERS . TYPEWRITERS . CORRECT-POSTURE CHAIRS 
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Planks in the Platform of the 
Illinois Bankers Association 


Better Banking Laws 


At the next session of the State legislature, Illinois 
bankers will renew their efforts to secure improved 
banking laws for the greater protection of bank depos- 
itors and stockholders. 


Among the many reforms urged will be the creation 
of a non-political banking board, maintained at the 
expense of the banks, not the public. This board, com- 
posed of five members, representing banking, industry, 
agriculture and labor, would have complete supervision 
over all State banks and would establish safe and sound 
methods of banking. It would have the power to grant 
or refuse charters to new banks. Its authority would be 
used to keep unfit individuals out of banking; to remove 
officers and directors proved dishonest or incapable. 


Illinois bankers are working earnestly for your best 
interests and to surround banking with added safe- 
guards to assure greater security to every depositor. 


Planks in the Platform of the 


Illinois Bankers Association 


PLANK NUMBER TWO 


Better Bankers 


The bankers of today are “veterans” in service. Their 
ability and judgment have been seasoned under the 
hardest test of experience that bankers have ever had 
to meet. 


These men are better bankers than they were before. 
In general, they may be said to represent the “survival 
of the fittest”. Today they are setting new and higher 
standards of bank management for the future. 


As a result of the events of the past three years, 
there will be closer co-operation between bankers. 
There will be more bankers with the knowledge, char- 
acter, and experience to enable them to measure up to 
their great responsibilities. 


It is coward the achievement of these ends that the 
work of the Association is being devoted—safer bank- 
ing through better bankers. 


Planks in the Platform of the 


Illinois Bankers Association 
PLANK NUMBER THREE 


BETTER INFORMED 
Bank Depositors 


A community and its banks are dependent on each 
other. Favorable or unfavorable conditions affect each 
alike. Therefore, the people should be well informed 
concerning their banks. Knowledge inspires confidence. 
Confidence leads toco-operation and mutual prosperity. 
Illinois bankers have, mes- 
to take the mystery out of banking. Their pur- 
pay to make clear to depositors, and others, | ont 
sound banks operate; how they serve individuals and 
communities; how they safeguard deposits. They de- 
sire to present facts which will help each individual 
to make better use of banking service for his own 
financial advancement. 
These and many other facts are being briefly ex- 
lained. The most complete source of information, 
jowever, is your local banker. He will be glad to 
answer your further questions. Your interests and 


Planks in the Platform of the 


Illinois Bankers Association 


PLANK NUMBER FOUR 


Better Bank Borrowers 


The money a bank lends belongs to its depositors. The 
bank's first duty is to safeguard this money. It must 
not make aay loans which might endanger the interests 
of its depositors. 

This is the reason for the bank’s strict credit rules 
and precautions. 


Before making a commercial loan, the banker must 
have the utmost assurance that it will be repaid, within 
a reasonably short period of time, out of the proceeds 
of the business transaction for which the money was 
borrowed. The purpose of this is to keep the funds of 
the bank circulating and readily available for the needs 
of business and the normal demands of depositors. 

This Association is endeavoring to bring about a 
clearer understanding of sound credit principles. We 
believe this will result in improved relations between 
banks and their borrowers, with added benefits to both. 


PRESIDENT 


ILLINOIS BANKERS 
ASSOCIATION 33 North 


(CONTINUED FROM PAGE 38) 
banks have reported specific favorable 
results from the newspaper advertise- 
ments. Others have written that the 
economic articles and editorials have 
been widely read and commented on in 
their communities. 

The following paragraph from a re- 
cent letter of a participating bank’s 
president is typical of the general atti- 
tude toward the campaign: 

“We desire to express our sincere ap- 
proval of the advertising the association 
is giving us. I might say that the adver- 
tising matter and publicity matter we 
have received during this campaign is 
the first service of the kind that I have 
ever found holds my attention enough 
to induce me to read every advertise- 
ment and every article myself. We be- 
lieve that the service is worth the cost 
as a permanent program of the asso- 
ciation.” 

The cost of this effort is reasonable, 


Million 
Savings 
Depositors 
Are Right 


million 


savings bank depositors in 
the United States have had 
28% billion dollars on de- 
posit for the past three years. 
This 28% billion dollars is now worth from 
38’, to 42 billion dollars in actual purchas- 
ing power. Each dollar is worth in terms of 
goods, as high as $1.75. 


These depositors represent 42% of our 
population from every class and condition 
of life—employed and unemployed. Some 
are living on their reserves as a “rainy day” 
fund. Others are buying at today’s bargain 
prices, getting almost two dollar’s worth of 
goods for each dollar spent. 


This 28% billion dollars in savings repre- 
sents both a mighty bulwark of national 
defense and a promise of future business 
activity and prosperity 


ILLINOIS BANKERS ASSOCIATION 


73 NORTH LASALLE STREET CHLCAGO 


your banker's interests are mutual. 


ILLINOIS BANKERS 
ASSOCIATION 33 North 


LaSalle Street . . CHICAGO 33 North LaSalle Street 


These examples of public confidence 
copy, the one opposite and the seven that 
are displayed on this page, had several 
possible uses— newspaper  advertise- 
ments, lobby displays, folders for mail- 
ing. The booklet, “Timely Talks”’, is one 
of a series distributed to participating 


banks 


because it is a cooperative program with 
many participants. The banks pay, of 
course, for the local newspaper space 
used. In towns where there are two 
or more participating banks, the space 
cost of the weekly association advertise- 
ment may be shared by these members. 

The cost of the preparation of the ma- 
terial sent each week is pro-rated among 
the banks taking part according to their 
size. The share of more than half of the 
banks is only $2.50 a month. 

Every association advertisement is 
approved by the members of the com- 
mittee on public relations before it is 
sent to the banks in mat, poster and 
folder form. All copy is written with ex- 
treme care and often rewritten and re- 
vised several times before final approval 
is given. 

Effort is made, when possible, with- 
out going outside of the purposes of the 
campaign, to swing the weekly adver- 


mates that his business 
would decline 20% if the 
bank were not there. In other words, every 
five years he has done an extra year’s bus 
ness because of his location near the bank. 

A good bank is of benefit to the entire 
community the hub about which the 
wheel of business revolves. Your bank is 
of value to you to the extent that you take 
advantage of ite facilities. 

Make the utmost use of the service of 
your bank. In this way you aid in building 
ene of the most constructive and essential 
inatitutions in your community,And you 
also help yourself. 


ILLIN@IS BANKERS ASSOCIATION 


PRESIDENT 


ILLINOIS BANKERS ASSOCIATION 


ILLINOIS BANKERS 
ASSOCIATION 33 North 


CHICAGO LaSalle Street . . . CHICAGO 


tisements into channels of current in- 
terest. For example, a brief series of 
messages was published in the month 
before November 8 headed, “Planks in 
the Platform of the Illinois Bankers 
Association.”” The sub-head featured the 
special subject. The first was “Better 
Banking Laws’. Then followed “Better 
Bankers”, “Better Informed Bank De- 
positors” and “Better Bank Borrowers”. 

A similar cooperative confidence re- 
building campaign is being conducted 
by the Indiana Bankers Association, 
with many banks in that state as active 
participants. 

In general, the Illinois Bankers Asso- 
ciation and the participating banks feel 
that this program is timely, efficiently 
conducted and well worth while. The 
majority of the banks of Illinois and 
Indiana are proving by this cooperative 
effort their firm belief in the soundness 
and power of well planned and carefully 
prepared advertising and publicity. 


A 


Greater 
Tomorrow ans 
dark with discouragement. 


Many people felt that the 
sun of progress had set. 


Today, we know that a 
greater tomorrow is coming. There is a 
growing light on the: business horizon. A 
new stir of awakening activity is evident all 
around us. 


This is a time for confidence, for forward- 
looking action, for shoulder to shoulder co- 
operation in meeting the new tasks and 
opportunities ahead of us. 

The banks of Illinois are ready to give 
reasonable co-operation to any sound busi- 
ness enterprise, conducted along right finan- 
cial lines. 

Talk over your plans with your local 
banker. His counsel and friendly interest 
will increase your chances of success. 


PRESIDENT 


ILLINOIS BANKERS ASSOCIATION 


33 NORTH LASALLE STREET, CHICAGO 
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NORTH AMERICAN BOND 


CONCERNING THE 
UNDERLYING BONDS 


ONDS initially deposited were 

selected after more than a year of 
investigation and analysis during which 
every bond issue listed or commonly dealt 
in on the New York Stock Exchange and 
the New York Curb Exchange was exam- 
ined. Bonds of 200 issues were selected 
from more than 2400. 


More than 80% of these bond issues are 
secured by mortgage. 


More than 88% of the issues represented 
in this list, or equally secured issues of 
the same companies, are represented in 
the combined portfolios of the six leading 
life insurance companies of the country. 


The industrial companies, if taken as a 
group, could liquidate or retire from busi- 
ness, dispose of their combined fixed capi- 
tal assets for nothing, pay off their current 
liabilities and still have sufficient assets 
left to retire a funded debt 60% greater 
than is now outstanding according to lat- 
est annual reports. 


All of the corporate issues are either listed 
or commonly dealt in on the New York 
Stock Exchange or the New York Curb 
Exchange and are outstanding in the prin- 
cipal amount of at least $5,000,000, ex- 
cepting only equipment trust certificates. 


As a group these corporations do business 
in every state of the United States and in 
eight of the nine provinces of Canada. 
Utility operating companies whose obli- 
gations are held do business in 41 of the 
48 states. 


Total funded debt of the corporations in 
the list is only slightly more than 13 bil- 
lion dollars as compared with total net 
property accounts of almost 2614 billion 
dollars and total assets of more than 41 
billion dollars. 


All of the corporations whose bonds have 
been included in the initial list fully 
earned their fixed charges even during 
the last fiscal or calendar year for which 
published reports were available on No- 
vember 21, 1932. 
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TRUST CERTIFICATES 


OHN SMITH has bond investments totaling $10,000. The wealthiest local institu- 

tion has capital of $500,000 in high grade bonds. But John Smith has an ownership 
in bonds of 200 issues while the local institution owns bonds of less than 30 issues. 
Both are following a plan of diversification over prime and selected obligations. But 
John, strangely enough, has better diversification. 

We believe that every banker should know about John’s program and that every 
banker can recommend it not only to the thousands of John Smiths but to scores of 
local institutions as well. 

North American Bond Trust is a high-grade bond fund initiated on behalf of a 
national group of outstanding investment houses and banks. Following more than a 
year of investigation of the high-grade bond market, during which over 2400 issues 
listed or commonly dealt in on the New York Stock Exchange and the New York Curb 
Exchange were examined, 200 issues were initially selected for the fund because of 
their tested strength and stability. Participation provides an ownership in all bonds 
deposited initially or hereafter. NORTH AMERICAN BOND TRUST CERTIFICATES pro- 
vide: (1) Ownership in bonds of approximately 200 issues, deposited in trust and 
held in trust in the vaults of one of the country’s largest trust companies; (2) An 
investment in prime and selected obligations whose diversification is so broad that 
risk in any single corporate issue is reduced to a minimum; (3) Safeguards and advan- 
tages heretofore available only to the largest individual bond buyers and institutions, 
including supervision for the purpose of maintaining the quality of the investment 
for the entire life of the trust; (4) A security which can be converted into its cash 
liquidating value through the Trustee at any time in a manner and on terms fully 
set forth in a trust indenture. 

North American Bond Trust is not a unit type trust. Each certificate represents 
an interest in the entire fund and is equal in value to every other certificate of the 
same denomination. Full details concerning the trust will be found in the standard 
Offering Circular. We should be glad to send you a copy. 


Price: At the Market 


Current return: Approximately 5.23% 
(As of December 31, 1932) 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 
CHICAGO BOSTON PITTSBURGH PHILADELPHIA LOS ANGELES NEW ORLEANS 
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STATEMENT | 


not serve their purpose as a basis for 
the check currency if restrictions were 
placed on the privileges of checking and 
withdrawal. 

The main attack, therefore, if any is 
made, must be directed at the time and 
savings accounts. Savings accounts usu- 
ally are payable at 30 or 60 days’ no- 
tice, while time certificates bear various 
maturities, most of them less than one 
year. These are merely legal maturities, 
as in practice both types of accounts are 
commonly paid on demand. Funds re- 
turnable to depositors on these terms 
serve as a basis for the main body of 
country bank loans. Obviously con- 
siderable hazard is involved in investing 
such funds in the long term loans com- 
monly made by country banks. In times 
past, as noted earlier, withdrawals were 
so small as to make the hazard incon- 
sequential, but this has all been changed 
by the tremendous withdrawals from 
time and savings accounts that have 
occurred in the last two years. 


A NEW DEPOSIT CONTRACT 


TO reduce the possibility of withdraw- 
als from these accounts, it would appear 
necessary to put some restrictions on 
withdrawals. If depositors would stand 
for the change, this might be done by 
developing a new deposit contract which 
would provide for a limitation of with- 
drawals to some given percentage, say 
3 or 4 per cent per month, or by issuing 
debentures payable on a two- or three- 
year basis. 

With contracts of this character, 
bankers would have time to make a 


Waiver 
Agreements 
With Depositors 


(CONTINUED FROM PAGE 21) 


The 
speaking, between a bank’s deposit lia- 


difference in status, generally 
bilities and its loan assets is somewhat 
like the difference between a clock and 
a calendar. It is customary to pay de- 
posits on demand. But the bank’s loans 
—the use to which it puts deposits—are 
usually collectible on a calendar basis 


much more orderly liquidation of as- 
sets than at present when depositors 
became flighty, but in the absence of 
runs or withering withdrawals, the 
holders of such contracts could be paid 
on demand. The advantage would lie in 
the fact that depositors would not have 
the right to throw a bank into receiver- 
ship merely because it was unable to 
pay all, or a large part of them, in a 
short period of time. In brief, a waiver 
agreement would be offered depositors 
for voluntary acceptance before the re- 
sources of banks are exhausted by with- 
drawals. 

Since this plan of operation is sug- 
gested merely as a tentative proposal, it 
is not necessary to consider at present 
all of the objections that might be 
raised against it. We may consider 
briefly, however, three of the most im- 
portant probable questions concerning 
it. First, would this form of contract 
suit the needs of time and savings de- 
positors? Second, could country bankers 
adopt this form of contract without 
frightening depositors and making the 
present bad situation all the worse? 
Third, if the plan were acceptable to 
most. depositors and if it could be put 
into effect without increasing public 
distrust, what would happen if a con- 
siderable number of depositors refused 
to accept it? 

At present it is impossible for any 
large proportion of time depositors to be 
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paid during a siege of withdrawals, but 
the earliest to claim their money are the 
ones who obtain it. Unfortunately, after 
a forced liquidation made in the effort 
to stem a run, there frequently remains 
little for the steadfast depositor except 
an empty shell. 


EFFECTS OF FAKE RUMORS 


THE growing popularity of the waiver 
agreement suggests that depositors pre- 
fer an orderly liquidation by a going 
concern to the forced liquidation of a 
receivership. Moreover, there is reason 
for believing that a large part, perhaps 
most, of the recent withdrawals from 
time accounts have not been actuated by 
need but have resulted from fear. This 
destructive force can easily prove fatal 
to an institution which depends almost 
entirely on credit, and particularly so 
when that credit may be withdrawn at 
any moment. 

The long term or limited withdrawal 
contract would seem to offer greater 
protection to the banker, the depositor 
and the borrower than the present form 
of contract, which sometimes permits so 
unjustified a thing as a false rumor to 
wreck the credit resources of a com- 
munity and force immediate collection 
of loans that were never intended to be 
paid within a short period of time. 

Second, would depositors take further 
alarm if country bankers sought to in- 
troduce this form of contract? Every 
innovation is regarded with suspicion, 
but the people often accept new ar- 
rangements with little comment or dis- 
turbance. (CONTINUED ON PAGE 76) 
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Statements of Condition December 31, 1932 


The First National Bank of Chicago 


ASSETS 
Cash and Due from Banks ‘i 
United States Bonds and Certificates 
Other Bonds and Securities . 4 
Loans and Discounts 
Real Estate (Bank Building) ‘ ‘ 
Federal Reserve Bank Stock ‘ 
Customers’ Liability Account of Acceptances 
Interest Earned, not Collected , 


by Foreman-State Bank 
Assets Transferred after Deducting Reserves 


LIABILITIES 
Capital Stock paid in ‘ 
Other Undivided Profits ° ° . 
Discount Collected but not Earned . 
Dividend No. 202, payable Dec. 31, 1932 
Reserve for Taxes, etc. 
Liability Account of Acceptances ° ° ° 
Deposits of Public ‘ ‘ 30,855,465.12 


Liabilities other than those above stated - 


under Commercial and Travellers Letters of Credit 
Guaranteed by Customers 


Contingent Liability 


by Foreman-State Trust 
Assets Transferred after Deducting Reserves 


LIABILITIES 
Capital Stock paid in ° 
Other Undivided Profits 
Reserve for Interest, Taxes, etc. 
Reserve for Bonds held and Contingencies 


Time Deposits . ‘ . $127, 786,222.44 


Liabilities other than those above stated P ‘ 4 


Combined 


Resources . ‘ e 


$240,194,417.01 
52,763,253.98 
26,635,839.49 
162,483, 634.18 
10,057 ,834.45 
1,500 ,000.00 
9,147,783.50 
854,326.98 


15,589,031.14 
$519,226,120.73 


$25,000,000.00 
15,000,000.00 
5,022,314.35 
648,873.23 
750,000.00 
2,488,808.32 
9,491,276.24 


459,624,791.55 
1,200,057.04 
$519,226,120.73 
$ 2,582,724.49 


First Union Trust and Savings Bank 


ASSETS 
Cash and Due from Banks ‘ 
United States Bonds and Custiiuaten 
Time Loans and Discounts 
Other Bonds and 


3 61,619,602.04 
8,382,950.00 
22,326,166.13 
16,349,578.92 
58,754,055.00 
9,172,975.67 
2,178,755.37 


$178,784,083.13 


$ 10,000,000.00 
5,000,000.00 
469,980.00 
1,486,602.45 
4,000,000.00 


157,074,414.02 
753,086.66 


$178,784,083.13 


Capital, Surplus and Profits. - $ 60,492,294 
616,699,205 
698,010,203 
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YOU CAN'T SIDESTEP THESE THREE! 


Time, Wear, and Tear are always on the job—always 
hammering away at the fixtures and finishes and 
inner workings of a building. Protect those build- 
ings you now have under your control from the 
destructive three with Obsolescence Insurance! 

Obsolescence Insurance is a fund that is set aside 
from the earnings of a building. The accumula- 
tions in this fund are used once each year to counter- 
act the ravages of Time, the marks of destruction 
made by Wear and Tear. 

Elevators, because they greatly hamper the earn- 
ing power of the building when they are not in the 
best of condition, must receive first consideration 
when building improvements are discussed. Two 
services of Otis Elevator Company will greatly mini- 
mize the cost of elevator up-keep and insure the best 
in service; namely, Modernization and Maintenance. 
Under Otis Modernization an elevator is brought up 
to today’s standards. Otis Maintenance provides for 
examination and care of elevators at the hands of 
skilled Otis men. 

The engineers of Otis will be glad to make a 
complete survey of your elevators and submit their 
recommendations. There is no charge whatever for 
this service and you may secure it by telephoning 
the local office. Otis Elevator Company, offices in 
the principal cities of the world, or at 260 Eleventh 
Avenue, New York City. 
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Labor’s Profit from 


Power Machinery 


(CONTINUED FROM PAGE 18) 


not worry about whether the American 
people have become slaves to the ma- 
chine; whether generated power and its 
application have come to dominate us 
to the extent that a unit of power is 
the only unit by which we can meas- 
ure values; or whether the price system 
is doomed and our whole political, so- 
cial and economic system is wrong be- 
cause of the introduction of this new 
element. Certainly, steam, electric and 
other types of power have come to have 
a vital part in modern life. Humanity 
has seized upon them just as it has 
seized upon other forces of nature and 
bent them to its will. Nor would any of 
us have it otherwise. 


DISPLACEMENT TEMPORARY 


NECESSARILY, the development of 
the machine age has not been accom- 
plished without growing pains. It has re- 
sulted in shifts and displacements in all 
lines of production and employment. 
The invention of each new machine or 
labor saving process inevitably results in 
the unemployment of the workers it dis- 
places, unless and until they can find 
other employment. But who made the 
machine? Who transported it, installed 
it? Who built the factory in which it was 
made? Who furnished the materials 
from which it was made and who fur- 
nishes the power by which it is driven? 

The census reports of the United 
States afford abundant enlightenment 
without the necessity of waiting for the 
survey promised from university author- 
ities. Returns of industrial activity do 
not fully measure the machine age, since 
farmers, transport workers, the building 
trades and other groups share in the use 
of the machine. Manufactures, how- 
ever, may be taken as a basic means 
of measurement, and a census of the 
country’s factories with an output val- 
ued at $5,000 a year or over has been 
taken decennially for many years and 
biennially since 1921. It affords more 
and perhaps better data than can be 
collected by any other agency. Going 
over ground partly covered by Dr. 
Franklyn Hobbs in the issue of the 
JOURNAL of September, 1930, but going 


Carriers climbing a mountain in Tibet. 
The machine has not yet interrupted 
their idyllic existence 


back a little further and bringing sta- 
tistics up to date, a rather comprehen- 
sive view of the situation can be had. 

The intensive development of the ma- 
chine age commenced around 1885. The 
first census thereafter was that for 1889 
taken in 1890. At that time 4,251,535 
wage earners were employed in the fac- 
tories of the United States and their 
total wages for the year amounted to 
$1,891,219,696. The cost of the mate- 
rials they worked upon, including all 
charges due capital for plant, overhead, 
salaries, interest and the like, was $5,- 
162,013,878. They added $4,210,364,965 
to the value of these materials by their 
work, and the value of their output at 
the factory gates was $9,372,378,843. 

Each worker on an average, whether 
he worked all the time or part time only, 
received $428 a year in wages and turned 
out goods whose value had been in- 
creased $990 by his labor. Of this in- 
creased value he received $428 or 43 per 
cent; his employer, $562 or 57 per cent— 
the latter, as above indicated, covering 
all overhead charges. Back in 1889, be- 
fore the machine age really got in its 
work, were the good old days when a 
worker averaged as much as $1.50 a 
day if he was lucky. 

It requires no very careful examina- 
tion of the statistics (on page 20) to 
mark the effects of recurring depressions 
upon employment, wages, output and all 
other factors, although the effects have 
not been the same. In the 1920-1921 
post-war reaction, output fell, total 
wages fell, but individual wages for 
those employed were higher than they 
had been. The depression was too short 
for the commodity price decline to be 
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registered in wage reductions or for 
work to be more evenly distributed. 
Between 1929 and 1931, however, gen- 
eral price declines had long enough 
time to be reflected in individual wages. 
Total output fell by 41 per cent and 
wages and value added to goods by 
manufacture fell off 37.8 per cent and 
37.5 per cent, respectively. Work was 
more evenly distributed. 


NOTABLE 30 YEARS 


TAKING booms and depressions alike, 
however, the record is remarkable. In 
the 30 years between 1899 and 1929 
workers in factories in the United 
States, in the machine age, raised their 
annual wage from $426 to $1,315 or 
over 300 per cent, while at the same 
time their hours of work were shortened, 
their working conditions were improved 
and the value of the output of each in- 
dividual worker to his employer and the 
community at large was increased by 
over 350 per cent. 

Surveying these figures, there can be 
no question that labor, in combination 
with modern power machinery, has tre- 
mendously increased its output for the 
benefit of all people with less expendi- 
ture of its own energy and with in- 
creased benefits to itself both in wage 
returns and in the actual enjoyment of 
goods produced. There remains the ques- 
tion of how far this development can be 
carried on along the same line and what 
are to be the results. 

It is evident that a continuation of 
this expansion of production indefinitely 
will soon bring the country to a point 
where a comparatively few men can 
supply all its industrial product require- 
ments, unless demand for industrial 
products can be expanded indefinitely. 

It is also evident that when a so-called 
saturation point for industrial products 
in this country is reached the tendency 
of further development will be to throw 
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In Syria, where the absence of techno- 
logical improvement insures everyone 


the privilege of beating corn 


men out of employment. This, the tech- 
nocratic school of economics contends, 
has already taken place. 

It is contended that power has come 
to be the dominant factor in American 
life; that the country has a billion horse 
power capacity already installed and 
that each horse power is equal to ten 
men’s labor; that with this power and 
the labor available the entire country 
can be run on two eight-hour days per 
week for each worker; and that since 
power is the dominant factor and pow- 
er can be definitely measured in terms 
of fixed units, such as calories or ergs, 
all values should be measured on that 
basis, thus doing away with the price 
system, money, banks and almost every- 
thing else except calories and machines. 

Independently of these theories the 
fact remains that at the rate of progres- 
sive expansion of industrial production 
the industrial wants of the country can 
and, as a matter of fact, are supplied 
with decreasing demand upon labor. 
The unavoidable conclusion is that in 
the future the work day ought to be, and 
really can be, much shortened, not only 
to the five-day week now demanded by 
labor but even to the two-day week 
conceived by our technocratic advisers. 
There is certainty that the work day can 
be shortened because it has already been, 
and the “spread work’ movement is 
doing more along the same line. 

There remains the question of the 
effect of this expanding industrial pro- 
duction upon employment. It appears 
from the census reports that power 
capacity in American factories has in- 


creased between 1899 and 1929 from 
9,961,000 to 42,931,000 horse power— 
4.3 times the 1899 figure. In this period 
man power, as measured by the number 
of wage earners actually employed, has 
increased from 4.7 to 8.8 millions or 
1.9 times. The value of the output of 
man and machine has increased from 
11.4 to 70.4 billions of dollars or 6.18 
times. Wages have increased from 2.0 
to 11.6 billions of dollars or 5.8 times, 
while the cost of materials, including 
the cost and overhead of plants and 
all that makes up capital investment, 
increased from 6.6 to 38.5 billions of 
dollars or 5.8 times. 

The labor factor has not advanced 
in proportion to other factors but it 
has had other advantages. In 1921, in 
the post-war depression, workers ac- 
tually employed received a higher rate 
of wages than ever before, but the num- 
ber employed fell off 22.8 per cent. The 
loss in total wages was 21.5 per cent, 
while the output fell 30 per cent and 
cost factors other than labor fell 32.2 
per cent. In 1931, as compared with 
1929, output fell off by 41.3 per cent in 
value, total wages by 37.8 per cent, and 


Proportional to population 


. factory jobs have done 


rather better than hold their own. The machine, on the 
whole, has actually displaced no worker. If it were not for the 
machine, national industrial production would have developed 
along time-honored lines with substantially the same propor- 
tion of the population engaged in industry, agriculture and 
service callings. In actual fact the machine has enabled about 
the same proportion of the population engaged in industry to 
increase amazingly the richness of national, community, fam- 
ily and individual life, while permitting others to adopt other 
—often more acceptable—occupations.—The Author 
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the number of workers by 26.3 per cent, 
while the cost of power, materials, capi- 
tal investment and overhead fell off 
by 44.4 per cent. The depression was 
reflected most largely in output and in 
lesser degrees in other items with the 
number of employed the smallest de- 
crease of all. 

Output was hit the hardest because 
industrial production can be controlled. 
There is practically no over-production 
in industry—no occasion for any at all. 
In so far as over-production has been 
a cause of the depression it has occurred 
in agriculture both in the United States 
and other countries—in cotton, wheat, 
corn, hogs, cattle, wool, sugar, rubber, 
coffee. This over-production is partly 
the result of over-expansion under war 
demand, partly the result of the pressure 
of debt requiring increased income at 
whatever price, partly the result of a 
desire for national self-sufficiency, partly 
the result of errors of judgment as to 
possible outlet for uncontrolled produc- 
tion. 


MECHANIZATION NOT AT FAULT 


IN ALL this, however, industry and the 
machine age have had no controlling 
part. The failure of other factors in 
general prosperity has dragged down 
industry with the rest—men, machines 
and invested capital—but it has pulled 
down men least of all. The human ele- 
ment, in spite of calories, ergs, power 
units, power differentials and similar 
factors, is after all the permanently 
dominating element. 

There is no question, of course, that 
the number of factory jobs has failed to 
keep pace either with factory output or 
total wages paid. Factory jobs have not 
quite doubled between 1899 and 1929, 
while output increased more than six 
times and wages by nearly as much. 

Much has (CONTINUED ON PAGE 67) 
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In Iowa, where a two-row corn picker 
operated by one man quickly harvests a 


NESMITH 


$9,710,000,000. Thus the 1914 factory 
worker earned $590 for the year; de- 
livered a labor product to his employer 
worth $1,408; and received 17 per cent 
of the total value of the factory’s pro- 
duction, the same as he had five years 
before; and received 42 per cent of the 
gross value of his labor, a gain of two 
points, or more than 4 per cent over his 
experience in 1909. 


THE POST-WAR OUTPUT 


THE year 1919, following the close 
of the World War, developed a tre- 
mendous factory output, with a total 
value of $62,042,000,000. The factories 
employed 9,000,000 workers and had a 
total payroll for the year of $10,462,- 
000,000. The value added by manufac- 
ture was $24,809,000,000, and each 
worker’s labor product was valued at 
$2,757, for which he received a wage 
of $1,162. We observe with interest that, 
for the year 1919, the workers received 
42 per cent of the gross value of their 
labor, as they did in 1899, and they 
were able to deliver almost three times 
as much labor product to their employ- 
ers. It also appears that, although the 
value of their labor per man came near 
to being multiplied by three, the work- 
ers received as their remuneration 17 
per cent of the total of the factories’ 
output as they did in 1914, and in 1909. 

The manufacturing census of 1921 
adds nothing to the picture as the total 
value of all factory production for that 
year fell below $44,000,000,000. How- 
ever, those workers who were employed 
received a higher annual wage than they 
received in any previous year and their 


Without the technological development 

of the United States these men, building 

electric refrigerators, would be required 
for corn-beating 


pay amounted to 45 per cent of the gross 
value of their labor and 19 per cent of 
the total value of all factory production. 
It is clear that the factory owners sus- 
tained a greater loss through the 1921 
decline in output than did the factory 
workers who were employed. The 2,000,- 
000 factory workers who were not em- 
ployed actually bore the brunt of the 
1921 decline. 

The reaction from the 1921 slump 
brought factory production to a total 
of $60,556,000,000 in 1923. The number 
of factory workers employed jumped 
back to 8,778,000, only about 200,000 
below the high record of employment in 
1919, and fully 1,750,000 above the em- 
ployment figures for 1921. Again in 1923 
earnings for workers stepped up, reach- 
ing an average for the year of $1,254, 
this being the first time that the average 
wage of factory workers ever exceeded 
$4 per day, the average having been only 
$1.37 per day in 1899. During 1923, the 
workers received 43 per cent of the 
gross value of their labor product and 
18 per cent of the total value of all fac- 
tory production. 

The census of 1925, and that of 1927, 


large crop 


The Wage Earner’s 


Share of His 


Production 


(CONTINUED FROM PAGE 20) 


developed no new angles to the situation. 
The total value of all production for 
each of these years exceeded $62,700,- 
000,000, the total number of workers re- 
maining almost stationary at about 8,- 
300,000; and wages per worker were 
$1,280 and $1,299 respectively. The val- 
ue of the labor product of each man was 
$3,194 in the former year, and $3,304 in 
the latter year. The workers received 
40 per cent of the value of their labor 
product in 1925 and 39 per cent in 1927. 
They received 17 per cent of the total 
value of the product of the factories for 
each of these years. 

These figures tell a story which is 
entitled to the attention of the think- 
ing men of the country, whether they be 
capitalists or artisans. They mean the 
same to both classes. Their import is as 
clear as the simplest mathematical prob- 
lem. It is evident that, through the use 
of more efficient methods and the appli- 
cation of mechanical power and auto- 
matic equipment, the factory worker 
has, in this period of twenty-eight years, 
steadily raised his own wage from $426 
per year to $1,299 per year. He has in- 
creased (CONTINUED ON PAGE 67) 
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Ideas and Opinions 


Several Items That Show Recent 


Thought on Politico-Economic Matters 


SCRIP 


BOUT a year ago, there was brought back to life 
in America, apparently in the great trading and fi- 
nancial center of Seattle, the old idea of financial relief 
via the printing press. In Seattle 20 “locals”, with a 
membership stated to be 50,000, have convinced them- 
selves that they have found the return route to prosper- 
ity and are already planning for political measures. 
The plan, in a variety of forms, has spread with easily 
understandable speed across the country, until many 
communities in 29 states are carrying on some part of 
their daily affairs by the aid of “scrip”. In Salt Lake 
City this paper is said to be accepted by the railroads 
in payment for services; in a Washington town, as pay- 
ment for the assets of a closed bank; frequently by mer- 
chants, as part payment, at least, for goods. 
The customary method for starting scrip on its path- 


way is to have some central office employ a printer to 


turn out certain tokens backed either by the notes of 
unemployed workers of a good character or by the goods 
or reputation of farmers, merchants, etc. As its propo- 
nents proclaim its merits, “Back of the scrip stands real 
wealth, the labor and products of the group issuing it. 
Purchasing power is expanded by the scrip, real wealth 
is expanded by the goods and service which otherwise 
would be idle or non-existent.” 

Students of similar proceedings in the early days of 
the United States, and in smaller communities in the 
difficult latter days of the Civil War, will look with 
skepticism toward the final outcome of these scattered 
attempts to reach the Utopia of easy-money; but every 
movement of this nature carries with it important les- 
sons for the banker and the economist. THE AMERICAN 
BANKERS ASSOCIATION JOURNAL is making a study of 
the situation, the results of which it believes will be use- 
ful to its readers and will shortly be available to them. 


THE PHILIPPINES BILL 

NEITHER our successors nor history 
will discharge us of responsibility for 
actions which diminish the liberty we 
seek to confer nor for danger which we 
create for ourselves as a consequence of 
our acts. This legislation puts both our 
people and the Philippine people not on 
the road to liberty and safety which we 
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desire but on the path leading to new 
and enlarged danger to liberty and free- 
dom itself. 
—President Hoover. 
e 


AMERICANISM IN 1933 

JUST as the American seeks to invent 
a piece of labor-saving machinery to re- 
lieve him of a certain task, so he likes 


to set up a bit of governmental machin- 
ery to rescue him from his responsibility 
as a citizen. He has an indefinite feeling 
that he ought to be able to turn over the 
management of his political affairs to 
some agency that will do the job for him 
while he goes about his business. It is 
an article of his creed never to do any- 
thing he can relegate to someone else. 
—Dr. Thomas Stockham Baker, 
COLLECTIVE SIGNIFICANCE 
OF INSURANCE 
FEW realize the extent to which life 
insurance has contributed to the build- 
ing of our country. It has helped finance 
the building of our railroads, electric 
light systems, schools, good roads, homes 
and countless other instruments of our 
national progress. Moreover, by its na- 
tion-wide scope both in its life insurance 
business and investments, it has given 
its policy holder a stake in the business 
of the nation instead of merely that of 
his own community. 


Jas. A. Fulton, President, 
Home Life Insurance Company 


THE FEDERAL BUDGET 
NO matter how good its credit, no gov- 
ernment can afford to go on living be- 
yond its means year after year. Such a 
practice runs counter to the fundamental 
principles that should govern the man- 
agement of the public business. It is 
dangerous for public servants to acquire 
the habit of spending more than is cur- 
rently available, for it is a habit easily 
acquired and, once acquired, not easily 
got rid of short of disaster. 

—Ogden L. Mills. 

e 

TAXATION 
IF budget balancing requires an in- 
crease of revenues, then in most jurisdic- 
tions, the first effort should be toward 
modernizing and rendering more equi- 
table and efficient the existing tax sys- 
tems. Less progress has been made with 
this than with any other governmental 
problem. 


—Hon. Sennett Conner, 
Governor of Mississippi 
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Correspondence 


Waiver Agreements 


MR. STEVENSON, whose interest in 
the waiver plan for longer term contracts 
between the banks and their depositors 
is revealed here, is a lawyer and bank 
director in lowa. 


To the JOURNAL: 

Our State Bank of Fayette here was not 
quite the first but was one of the first banks 
in Iowa—and, I think, one of the first in 
the country—to adopt the waiver plan. We 
were the first bank so far as we know that 
undertook to put on a waiver campaign 
without declaring any legal holiday or clos- 
ing the bank. 

After our waiver campaign was put on 
here I was called out to a number of sur- 
rounding towns in northeastern Iowa to 
address mass meetings of depositors, and 
naturally became quite interested in the 
waiver plan. At the time I thought I would 
compile a history of the origin and develop- 
ment of the plan. I did go so far as to send 
out some inquiries to some neighboring 
states and I have kept a rather good file 
on what happened to come to my notice 
relating to the plan. 

If your article is going to deal with the 
beginning of this waiver plan I would like 
to have you make a memorandum to fur- 
nish me with a copy of the magazine con- 
taining the article. 

OLIVER W. STEVENSON. 
Attorney at Law, 
Fayette, Iowa. 


On Page 21 in this issue Fred L. 
Garlock contributes an article on waiver 
agreements, but he confines his discus- 
sion to pointing out that some plan of 
this kind is essential now for the benefit 
of banks and their depositors. 


Bond Study 


DR. EDWARDS analysis of 4,398 bond 
issues has aroused widespread comment. 
The two inquiries here are typical of 
those received by both the JOURNAL and 
the author. 


To the JOURNAL: 

I should like to make one or two inquir- 
ies concerning the study reported in your 
interesting article in the JOURNAL for No- 
vember. 

I do not find in the text any statement 
as to what types of bonds are included in 
the yield and default averages, or as to the 
relative importance of the several types in 
the totals. Some general outline of the cov- 
erage of the study would be appreciated. I 
should be interested in learning also whether 
you have computed yield and default aver- 
ages separately for different classes of 


bonds, such as rails, utilities, industrials, 
and the like. 

It is regrettable that limitations of space 
prevented you from doing full justice to 
this interesting study. 

E. A. GOLDENWEISER. 
Director of Research and Statistics, 
Federal Reserve Board, 
Washington, D. C. 
To the JOURNAL: 

We have read with interest your article 
entitled ‘4398 Bond Issues—A Survey” 
which appeared in the November issue of 
the JOURNAL, particularly in regard to the 
3l-year analysis of bonds and the table 
which you have prepared entitled “Average 
Yield and Per Cent Defaulting by Date of 
Issue.” 

It appeared to us that you might have 
some definite figures or a further breakdown 
of the summary which you give, as for ex- 
ample, a chart or tabulation showing 
similar percentages based on_ principal 
amount of issues, rather than on number of 
issues. 

If such is the case, the writer would ap- 
preciate an opportunity to discuss this with 
you and, if possible, make arrangements 
with you whereby we might obtain copies 
of certain of these tabulations. 

W. MARSHALL. 
Halsey, Stuart and Company, Inc., 
New York, N. Y. 


One article, of course, could not do 
justice to this study, and Dr. Edwards 
continues in this issue (Page 28) with 
a second article. 


Prices and the Farmer 


THIS comment comes direct from the 
farm—from an Indiana farmer who is 
also director of a country bank in the 
Hoosier state. 


To the JOURNAL: 

I have read the article in your December 
number by Fern L. Lough, “Are the Farmers 
Leading This Country Out of the Depres- 


sion?” They sure are doing more than any- 
body else, but they cannot do it alone. 

Drive through the dairy districts before 
daylight in the morning and after dark in 
the evening, and the barns are lighted and 
the men and boys of the farm are not out 
of a job nor do they go on a strike for 
higher wages, but furnish the men, women 
and babies with good milk at half price. 
The other day best hogs in Chicago sold at 
$3.25, cheapest in 54 years. Price of grain 
in Chicago is about as much as the railroad 
charges to get it there, leaving nothing for 
the farmer on the western farms. Tariff 
walls were put up so-high European coun- 
tries retaliated against us, and England and 
her possessions held a meeting at Ottawa, 
Canada, for reciprocity agreement and vir- 
tually tell us they do not care for any of 
our production—when, heretofore, Europe 
was a mighty good market for farm supplies. 

How is it on the other side of the business 
house? Mr. Green, head of organized labor, 
says a 5-day week and 4 6-hour day with 
the same pay as formerly, and probably an 
increase. The carpenters say a 4-hour day 
at $1.25 per hour or $5 for 4 hours’ work. 
Where is there at this time any foundation 
for their demands? 

SaM B. Woops. 

Director, Griffith State Bank, 
Griffith, Indiana. 


Mr. Lough’s article, to which this re- 
fers, appeared on Page 19 in the De- 
cember JOURNAL. 


**Advice to Bank Clerks” 


UNDER the caption “Advice to the 
Officials” the JOURNAL recently pub- 
lished a letter from L. R. Stroud, a bank 
clerk of St. Joseph, Mo. Below appears 
a reply to that letter. It came from a 
vice-president of the Security-First Na- 
tional Bank of Los Angeles. 


To the JOURNAL: 

I do not agree with Mr. Stroud as to his 
statement that there is but little of interest 
to young bankers in our publications. Ev- 
erything that deals with the bank and its 
activities should be of interest to him, at 
least he should familiarize himself with 
practically all bank problems. It is read- 
ing and studying discussions on stocks, 
bonds, credits and management, to which 
he refers, that will develop his capacity for 
doing these things later on. He will have 
to do this if he (CONTINUED ON PAGE 60) 


To the JOURNAL: 


Honolulu, Hawaii. 


MR. MALOTT, director of research of the pineapple in- 
dustry, Honolulu, Hawaii, writes: 


I can’t resist dropping you a line to tell you how useful the 
JOURNAL is. Try as I will to skim through it, there are always 
two or three articles which I cannot forego, such as the one in 
the December issue, ‘““The Career of Gold and Silver Since 1817.” 

I do not know any other source for this sort of economic 
analysis short of going back to economic histories and spending 
hours, which is something, of course, none of us ever does. 


DEANE W. MALOTT. 
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Farm 


Mortgages 


(CONTINUED FROM PAGE 23) 


implications both because a considerable 
portion of current mortgage indebted- 
ness is in the keeping of agencies of the 
Federal Government and also because 
national action is the more obvious if 
not the only means of handling the 
situation. 

Agitation for relief from financial bur- 
dens at the time this is written is cen- 
tered largely in the measure drawn by 
the Farmers’ National Union and intro- 
duced in the Senate by Senator Lynn 
J. Frazier of North Dakota, approved 
by the Committee on Agriculture and 
pending in the Committee on Banking 
and Currency. 


CHEAP MONEY 


THE FRAZIER bill proposes to relieve 
the farmer both ways—by furnishing 
him with cheap money with which to 
refinance his mortgage debt, and at the 
same time to lower the value of his debt 
by cheapening the money in which he 
is to pay it. The bill provides that all 
existing farm mortgages as well as new 
mortgages shall be liquidated and re- 
financed by an extension of the opera- 
tions of the Federal Land Banks in 
connection with the Federal Reserve 
System. The Land banks would be 
authorized to make first mortgage loans 
on farm property up to 80 per cent of 
its “fair value” at the rate of 114 per 
cent interest and 114 per cent amortiza- 
tion annually. To secure the money for 
such loans, the Land banks would be 
authorized to issue bonds in equal 
amount bearing 114 per cent interest. 
These bonds would be sold at par to 
the general public if possible or to the 
Federal Treasury. If they could not be 
sold readily at par, they would be turned 
over to the Federal Reserve Board which 


not to exceed 2 per cent of the outstand- 
ing volume of currency. Under the $75 
per capita limit and on the basis of the 
estimated population of 124,882,000 on 
June 30, 1932, total money in actual 
circulation in the country would be 
raised to $9,366,150,000 as compared 
with $5,687,000,000 on December 28. 
This allows $3,679,150,000 in the form 
of the new currency provided the new 
currency did not replace the present gold 
secured currency—which, in fact, is ex- 
actly what it would do. Benefits of the 
bill are extended to farmers who have 
lost their farms since 1920 and to ten- 
ants who have lived on and operated a 
farm for at least three years prior to the 
passage of the Act. 


THE OPPOSITION 


IT IS needless to add, perhaps, that this 
bill is opposed by the Federal Reserve 
authorities, the Federal Farm Loan 
Board, the Secretary of the Treasury, 
the Secretary of Agriculture, economists 
and the supporters of sound money as 
being completely destructive of the Fed- 
eral Reserve System, the Federal Farm 
Loan System and the gold standard for 
national currency. Nevertheless it has 
been indorsed by the legislatures of 
North Dakota, Minnesota, Montana, 
Nevada, Wisconsin, Illinois and Iowa 
and is expected to receive the support 
of more western states in the sessions of 
the legislatures this winter. The temper 
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of its supporters can be understood from 
certain passages in the testimony given 
in hearings upon the bill last spring. To 
a question as to the relation of the new 
currency to gold and the Federal Re- 
serve, William Lemke of Fargo, South 
Dakota, attorney for farm organizations 
back of the measure, replied: “The bill 
amends the Federal Reserve Act so far 
as there should be any conflict with the 
Federal Reserve Act, and it does not 
talk about gold. We would just as soon 
see all the gold sunk in the Atlantic 
Ocean as floating around here and 
starving 30,000,000 people.” 

Failing such a remedy to ease mort- 
gage burdens and stop foreclosures, 
other less radical but still somewhat 
advanced propositions are offered. Sev- 
eral of these plans may be listed in what 
may be called a credit pool group. 


MORTGAGE CREDIT PLAN 


THE CENTRAL idea of this school of 
relief is the formation of a mortgage 
credit organization to operate in a man- 
ner similar to the R. F. C. in caring for 
farmers who may be deemed sound 
risks although not perhaps sound upon 
a strictly business basis. Associated 
with this idea are the extension of the 
powers of the Federal Land Banks to 
make loans upon a more liberal basis 
with additional capital furnished by the 
Government, and the elimination of the 
Joint Stock (CONTINUED ON PAGE 72) 


FFICIAL ESTIMATES place the present farm mortgage in- 
debtedness at $9,200,000,000. The exact distribution of this debt 

at the present time is unknown. Government reports show that on 
January 1, 1928, when farm mortgage indebtedness was at its height 
with a total of $9,468,526,000, life insurance companies held 22.9 per 
cent of the total; the Federal Land Banks, 12.1 per cent; commercial 
banks, 10.8 per cent; mortgage loan companies, 10.4 per cent; joint 
stock land banks, 7 per cent; retired farmers, 10.6 per cent; active 
farmers, 3.6 per cent; other individuals, 15.4 per cent; and other 


agencies, 7.2 per cent. 


These proportions of holdings have doubtless been upset by the 
large liquidation which has been going on since 1928—almost alto- 
gether involuntary. The liquidation shown by returns from the prin- 
cipal lending institutions appears in the following table: 


Farm Mortgage Holdings of Principal Lenders 


would issue and deliver to the Federal Dec. 31, 1928 June 30, 1932 
Farm Loan Board Federal Reserve Life Insurance Companies $2,130,458,000 $1,960,284,000 
notes to an amount equal to the par Federal Land Banks 1,194,470,000 1,139,071,000 
- All Commercial banks 455,161,000 507,876,000 

Joint Stock Land Banks 656,516,000 472,360,000 
y $4,436,605,000 $4,079,591,000 


as security—the only security—for the 
new currency. When the amount of such 
currency, together with other currency, 
reached a total of $75 per capita in 
actual circulation—about twice the 
present average theoretical volume of 
currency in circulation—bonds and cur- 
rency might be retired at an annual rate 


Whatever shift of mortgage holdings may have occurred since 1928, 
it is probable that, including mortgage loan companies, half or more 
of the outstanding farm mortgages are held by purely financial institu- 
tions whose own obligations to the public rest upon the validity of the 
mortgage and other obligations they hold.—The Author. 
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Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers 


United States Government 
Securities . 


Other Bonds and Securities 
Loans and Bills Purchased. 


Real Estate, Bonds and 
Mortgages 


Customers’ Liability for 
Acceptances and Letters 
of Credit 

Accrued Interest and Other 
Resources . 

Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


40th St. & Madison Ave. 


RESOURCES 


The 


Company 


I0O0 BROADWAY 


Capital 
Surplus 


Undivided 
Profits 


$63,760,786.69 


72,208,073.82 
45,005,949.66 
124,223,991.99 


Reserves: 


Deposits . 


Outstanding 
. 9,712,048.48 259,886,486.78 


4,809,579.98 


Checks 


12,266,333.47 
3, 1933 

1,884, 700.55 
Credit . 


For Contingencies 
For Taxes, Interest, etc.. 
250,174,438.30 


New York Trust 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1932 


LIABILITIES 
$12,500,000.00 
20,000,000.00 


_2,019,413.19 $34,519,413.19 


12,500,000.00 
4,129,109.91 


Dividend Payable January 


625,000.00 


Acceptances and Letters of 


12,499,406.28 


Acceptances, etc. ,Sold with 


62,707.14 


$324,222,123.30 


Our Endorsement 


62,707.14 
$324,222,123.30 


Member of the Federal Reserve System and of the New York Clearing House Association 


MALCOLM P. ALDRICH 
New York 
FREDERIC W. ALLEN 
Lee, Higginson & Company 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 
ALFRED A. COOK 
Cook, Nathan (© Lehman 
WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fay. Co. 
FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 
GEORGE DOUBLEDAY 
President, Ingersoll-Rand Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


HARVEY D. GIBSON 
President, Manufacturers Trust Co. 


CHARLES HAYDEN 
Hayden, Stone 7 Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co. 


WALTER JENNI NGS 
New York 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 
Brown Brothers Harriman &? Co. 


HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 
DEAN SAGE 
Zabriskie, Sage, Gray & Todd 
LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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A, ‘Time 
Goes On 


N the walls of 1,061 insurance offices 
scattered over this country hang certifi- 


cates to which their owners point with pride. 
Honor Certificates—issued by the U. S. F. & G. 
to agents who have served the company faith- 
fully and well for twenty years or more. 
Two hundred and ninety-one of them have 
been our agents for over thirty years. 


These veteran agents have witnessed many 
economic changes. Through wars, through 


panics, through catastrophes, through depres- 


sions, they have marched P. roudly On~~secure These Companies originated and broadcast 
in the present, confident of the future, be- 
cause of the stability, the permanence, the = as you would your Doctor or Lawyer.” 


strength of the U. S. F. & G. 


Since 1896 the U. S. F. & G. has promptly 
paid out $290,000,000 in claims and adjust- 
ment expenses. Today that prompt payment 
record stands as an assurance to agents and 


Unexcelled service on all casualty, surety, 


brokers that they are insuring the future of 


fire, automobile and inland marine lines 


their own business when they insure clients ough 11,000 Agencies and Branch 


with the U. Ss: F. & G. and the F. & G. Fire. offices in the United States and Canada. 


United States Fidelity & Guaranty Co. 


with which is affiliated 
Fidelity & Guaranty Fire Corporation 


HOME OFFICES: BALTIMORE, MD. 
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Chicago 


(CONTINUED FROM PAGE 34) 


the undisputed metropolis of the Mid- 
dlewest and the third city in the country. 

Then came the Great Fire. This began 
in the famed O’Leary cow stable on the 
west side on Sunday evening, October 8, 
1871, and swept over two-thirds of the 
business section of the city. The direct 
loss was about $200,000,000, and the 
indirect loss was incomputable. All the 
national banks but one and most of the 
state banks were burned. 


BANKING AFTER THE FIRE 


THREE days later, however, while the 
embers were still smouldering, there was 
a meeting of the bankers, at which it 
was disclosed that 12 banks had already 
arranged for temporary quarters. It was 
found that the brick and stone vaults 
had held off the heat, and the banks 
announced on Friday that they would 
pay depositors 15 per cent at once. Like- 
wise the savings banks paid depositors 
on demand up to $20. By October 17, 
most of the banks were operating of- 
fices of some sort and had resumed pay- 
ments unconditionally. 

The rebuilding of the city, far more 
fireproof than before, required tremen- 
dous ready capital for that period, but 
the banks loaned to the limit on the 
prospects and were aided with insurance 
and relief funds from the rest of the 
country. One of the new banks that 
aided in the reconstruction of the city 
was the Illinois Trust and Savings Bank, 


Chicago’s beaches are right in the 
city. These hotels and apartments 
are on the near North Side, with 
the business or “Loop” district only 
a short distance away. On the left 
is the Navy Pier, which extends one 
mile out over Lake Michigan 


which bought the charter of the bank at 
Sterling, Illinois, in 1873 and moved to 
Chicago. A few years ago it merged with 
the Merchants to form the IIlinois Mer- 
chants Trust Company, now the Con- 
tinental Illinois National Bank and 
Trust Company. 


IMPROVEMENTS IN THE 80’S 


ELECTRIC lights in Chicago were in- 
troduced in 1880, and the first cable car 
system in 1882. These were important 
improvements, but they were not orig- 
inal with the city. In 1884, however, the 
Home Insurance building in Chicago be- 
gan a revolution in building construc- 
tion. It was erected with a frame of iron 
I-beams that supported the floors, and 
was the first of the skyscrapers. Later, 
steel was substituted for iron to support 
the walls as well as the floors. The idea 
gained favor in Chicago because build- 
ings could be made more fireproof, and 
the banks began to loan for new con- 
struction. 

The Clearing House, established 16 
years previously, was incorporated in 
1881. A year later the Drovers National 
Bank was founded to meet the needs of 
the expanding livestock industry, and 
N. W. Harris and Company was or- 
ganized, later to become known as the 
Harris Trust and Savings Bank. The 
Continental National Bank was charter- 
ed in 1883 and was one of the group 
which, through mergers from time to 


GALLOWAY 


time, formed what is now the Continen- 
tal Illinois National Bank and Trust 
Company. The Northern Trust Com- 
pany was established in 1889, and at 
once began occupying an important 
place in the financial life of the city. 

By 1890 Chicago had passed Phila- 
delphia and had become the second 
largest city in the country. The National 
Bank of the Republic was established 
in 1891. In 1892 the University of Chi- 
cago was founded and at once took high 
rank in scholarship. 

The first electric cars were introduced 
in 1890, and the elevated was completed 
in 1892 in preparation for the World’s 
Columbian Exposition. The first pres- 
ident of the exposition was Lyman J. 
Gage of the First National Bank. It was 
financed with a popular subscription of 
$5,000,000 and a bond issue for the same 
amount, handled largely through the 
banks. The exposition marked an epoch 
in the history of Chicago. It was a 
revelation of classic beauty and greatly 
influenced architecture, not only in that 
city but throughout the country. It 
showed Chicago the possibilities of civic 
beauty and later gave rise to the definite 
and inclusive Chicago Plan for improv- 
ing the city. 


THE CHICAGO RIVER 


THE problem of Chicago’s water sup- 
ply and drainage had been present con- 
tinuously since the first crib was built 
out in the lake in 1867. In 1889 a Sani- 
tary Commission with wide powers, 
which was formed by the legislature, 
decided to reverse the course of the 
Chicago River and to have it flow from 
the lake into the Des Plaines River. This 
would keep the drainage out of the 
lake and (CONTINUED ON PAGE 75) 
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The Virginia Bankers Associa- 
tion sent to its members last fall 
a questionnaire, the basis of a 
better-banking survey. A few of 
the 26 questions were: 

What rate of interest do you 
pay on time or savings deposits? 
Do you pay interest quarterly or 
semi-annually? Do you _ charge 
exchange on incoming collections, 
such as drafts, notes, etc.? Do you 
apply a service charge on out- 
going collections? Do you charge 
a fee for drafts issued over the 
counter on correspondents? Do 
you charge a fee for credit re- 
ports? Do you apply the minimum 
of $1 for discounting notes? Do 
you apply a service charge on 
small checking accounts? Do you 
deduct or make a float charge? 
Do you require financial state- 
ments periodically from borrow- 
ers of more than $500? Do you 
advertise regularly, occasionally 
or not at all? 

The state association stresses 
as of particular importance for 
discussion at local meetings such 
subjects as interest rates, service 
charges, borrowers’ financial state- 
ments, trade acceptances and the 
A. I. B. program. 

A zone system is being worked 
out to bring a larger number of 
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possible if county meetings only 
were held. While the state associa- 
tion maintains close touch with 
the smaller units and fosters local 
activity, it does not recommend 
too great frequency of meetings, 
but rather fewer of them with 
more carefully pre-arranged pro- 
grams. 

Officers of the Virginia Bankers 
Association are S. W. Keys, cash- 
ier of the Bank of Glade Spring, 
Glade Spring, president; S. H. 
Plummer, executive vice-president 
and cashier of the First National 
Bank, Newport News, vice-presi- 
dent; C. W. Beerbower, assistant 
cashier of the First National Ex- 
change Bank, Roanoke, secretary ; 
Thomas D. Neal of Scott and String- 
fellow, Richmond, treasurer. 


Groups 
Zones 
Counties 


Missouri 


Bankers in Missouri’s state and 
local associations have outlined 
an interesting list of subjects for 
study and research in future 
group and county meetings. A 
part of the list follows: 

1. Interest rates. 

2. Service charges. 

3. Public funds on deposit. 

4. Government loaning agen- 
cies. 

5. The check tax. 

6. Educational campaigns for 
banks. 

7. Fundamentals of a correct 
loan policy. 

8. Secondary reserve. 

9. The bond account. 

The 57 actively organized coun- 
ties in Missouri have an average 
attendance of 20 at their meetings 
and each group meeting brings 
together about 150 bankers. 

Missouri Bankers Association 
officers are M. E. Holderness, vice- 
president of the First National 
Bank in St. Louis, president; W. 
E. Carter, president and trust 
officer of the Bank of Carthage, 
Carthage, vice-president; W. F. 
Keyser, Sedalia, secretary; and 
W. W. Alexander, cashier and 
secretary of the Trenton Trust 
Company, treasurer. 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
—A National Bank: Member of Federal Reserve System 


CALIFORNIA 


BANK of AMERICA 


—4 California State Bank 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1932 


RESOURCES 


a California Srate Bank __COMBINED 
Cash in Vault and in Federal Re- 
serve Bank. . ......, $ 33,557,086.80 $ 1,465 
Deposits with Other Banks and 
Bankers... ...... 30,740,230.26 4,907 ,017.28 $ 70,669,586.63 
United States Bonds and Certifi- 
cates of Indebtedness. . . . 170,185,616.32 6,717,948.05 
State, County and Municipal 
Bonds «© 74,221,109.96 8,972,388.61 
Other Bonds and Securities . . 15,845,823.27 4,207,147.77 280, 150,033.98 
Stock in Federal Reserve Bank . "2,700,000.00 None 2,700,000.00 
Loans and Discounts. . ... 480,675 ,373.55 27,197,643.01 507,873,016.56 
4Bank Premises, Furniture, Fix- 
tures and Safe Deposit Vaults 41,777 ,824.04 2,349,996.75 44,127,820.79 
Other Real Estate Owned. . . 5,947,135.02 404,756.97 6,351,891.99 
Customers’ Liability on Account 


of Letters of Credit, Accept- 
ances and Endorsed Bills .. 10,821,234.88 5,500.00 10,826,734.88 


Other Resources . .... « 9,837,913.12 65,290.38 9,903,203.50 
Total Resources. . . $876,309,347.22 $56,292,941.11 $932,602,288.33 


LIABILITIES 


Capital . . : $ 50,000,000.00 $ 4,000,000.00 
Surplus . os 40,000,000.00 1,750,000.00 
Undivided Profits. ..... 9,890,774.17 697,999.52 
Reserves ......... 7,498,114.14 628,948.13 $114,465,835.96 
Circulation ........ 45,500,000.00 None 45,500,000.00 
Rediscounts and Bills Payable . 11,875,839.49 None 11,875,839.49 
Liability for Letters of Credit 

and as Acceptor, Endorser or 

Maker on Acceptances and 

Foreign Bills... .... 11,096,808.35 5,500.00 11,102,308.35 
Commercial . ... 165,541,932.61 10,737,248.32 
Savings. . . 534,905 878.46 38,473,245.14 749,658,304.53T 


Total Liabilities. . . .. . $876,309,347.22 $56,292,941.11 $932,602,288.33 


THIS STATEMENT INCLUDES THE FIGURES OF THE LONDON, ENGLAND, OFFICE OF BANK OF AMERICAN. T. & S. As 


Deposits: 


t This figure represents an increase of $90,354,000.00 since March 12, 1932, 


4410 BANKING OFFICES 
IN 243 CALIFORNIA COMMUNITIES 


BANK of AMERICA NATIONAL TRUST & SAVINGS ASSOCIATION... a@ National Bank... and 
BANK of AMERICA...@ California State Bank... are identical in ownership and management. 
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more receptive now toward this coop- 
eration, as evidenced by the typical 
statement of a Connecticut banker that 
“we want people who have an under- 
standing of our problems and who are 
willing to assist us (not with money) 
in arriving at proper solutions through 
discussions, advice, etc. We look for a 
place not in which to get routine work 
done, but from which we may draw 
information to the advantage of our 
growth and profit account.” 

Another country banker urged ex- 
amining and making recommendations 
occasionally concerning the depositing 
bank’s general policies. He said: “A 
lesson for the future has arisen out of 
these particular times in that cases have 
developed where bank closings have 
been unwarranted but were brought 
about simply because their files were 
not in proper condition relative to re- 
discountable paper, etc. Should there not 
be somewhat the same relationship be- 
tween a correspondent bank and its de- 
positing bank as exists between banks 
and other borrowing customers, or, as a 
matter of fact, as exists between the Fed- 
eral Reserve and its members? I believe 
that cooperation in these respects would 
prove beneficial, and the cost would not 
be out of line.’”’ Still another urged “a 
voluntary disclosure of city bank poli- 
cies relative to loans and securities as 
changes in economic and financial situ- 
ations occur, in order that small institu- 
tions may receive the benefit of the judg- 
ment of bankers who are better equipped 
to analyze changing conditions.” 


COSTS OF OPERATION 


THE two following suggestions cut 
deeply into country banking problems 
which are too generally known to require 
comment. The first came from West 
Virginia: “A great many country banks 
have not paid much attention to the 
cost of operation. Some constructive 
service can be rendered by the city banks 
to the country banks in helping them 
work out a plan of cost of operation so 
that their outlay may not exceed their 
income. A bank well and conservatively 
managed will not have to take undue 
risks to produce profits to meet over- 
head.” And the second from Arkansas: 
“Our city correspondents or some one of 
them might serve us well by learning 
more of our situation and the problems 
having to do with the making of an 
adequate return in the banking business. 
I realize that this might imply the de- 
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CONTACT 


Between Country Banks 


velopment of a relationship of city 
banks with branches in the smaller com- 
munities. Perhaps I am assuming that 
some city banker could tell us how we 
might make some worthwhile profits in 
our bank and at the same time render a 
strictly safe and dependable banking 
service.” 

And last but not least, a southern 
banker who is alert to the increasing 
need for cooperation wants city corres- 
pondents to “teach us to organize our- 
selves into real active local associations.” 


BUSINESS DEVELOPMENT 


GOING hand in hand with closer per- 
sonal contact and help on management 
is the need by country bankers for new 
ideas from city correspondents, both in 
general business development and in the 
matter of trust functions. A number of 
bankers emphasized the value of these 
services and the opportunities for in- 
creasing helpfulness at this particular 
time. 

A Texas banker stated that ‘we re- 
gard as a valuable service the source of 
information available to us regarding 
concerns which may carry on business in 
our community, or may be inquired of 
by our customers. Another way in which 
our city correspondents can help more 
is in paying particular attention to ac- 
counts of theirs and accounts of others 
in their own city who may be interested 
and planning on entering our territory 
with a branch, and recommending our 
bank to these companies.” 

A banker from a small city almost 
suburban to New York replied: “As we 
are located in an industrial community 


whose manufacturers maintain their 
principal banking connections with large 
New York institutions, a definite 
method of assistance could be estab- 
lished by the correspondent bank’s rec- 
ommending to the local manufacturer 
that all payrolls, petty disbursements 
and other sundry accounts be placed 
with a local institution. This arrange- 
ment could be effected without creating 
any loss of business on the part of the 
New York institution, and any such 
change would be more than offset 
through the close contact maintained 
between the banks and their mutual 
client. It seems to me that the prestige 
of a local bank would be considerably 
enhanced through a recommendation of 
this nature.” 


CHAIN STORE BALANCES 


THE chain store problem of the coun- 
try banks brought this suggestion from 
Connecticut: “We believe that city cor- 
respondents could be most helpful in the 
matter of adequate balances maintained 
with country banks by the chain stores. 
The chains have in many instances re- 
arranged their accounting methods at 
the instance of the city bank in drawing 
funds immediately from the country and 
transferring them to the city. This is an 
unfair proposition, tending to deplete 
balances which normally should be 
maintained where they arise, and this 
chain store situation is one which is 
giving considerable concern to country 
banks. This practice, instigated by the 
city banks, should be changed, and their 
influence should be toward correcting 
this injustice.” 


And from Oregon came this statement 
of another country banking problem, 
and the belief that here too the city in- 
stitutions can help: “In these days when 
confidence is lacking, generally speaking, 
in the country banks, there is a tendency 
in the outlying districts to send deposits 
to city banks. I believe that the city 
banks could do much to discourage de- 
posits by mail from localities where 
banking facilities are already available.” 
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and City Correspondents 
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‘no’. It therefore happens that, in refus- 
ing demands of country correspondents 
by way of extra service to favored cus- 
tomers—such as making them loans, 
permitting overdrafts, paying high rates 
of interest, etc.—the city bank is render- 
ing the country correspondent the sound- 
est help when it adopts a hard-boiled 
attitude, which I admit is sometimes 
hard to do in the face of competition. I 
would not expect many country bankers 
to concur in the answer to this question, 
but after the experience of the past three 
years, I would say that banking prac- 
tice ought to be stiffened all along the 
line, and the city correspondent can do 
more to help the country correspondent 
along these lines than in any other way.” 


SYSTEMS FOR OPERATION 


A SOUTHERN banker whose institu- 
tion serves a large number of smaller 
banks in that section urged the setting 
up of proper forms and systems for 
operations, figuring and instituting ser- 
vice charges through county clearing- 
house associations, and education in 
sound banking principles. He continued: 
“During the past 50 years in this coun- 
try it has been so by reason of the up- 
swing of the economic cycle that a bank 
’most anywhere could have reasonable 
success in spite of systems and manage- 
ment. During the past 10 years, how- 
ever, this situation has changed and new 
policies concerning the operation of al- 
most all phases of banking have become 
necessary. Reserve center banks have 


been able to see the cause and effects 
of these economic changes and to put 
into effect systems and policies for meet- 
ing them. A closer personal connection 
between reserve city banks and their 
smaller-city correspondents, whereby the 
facilities and services of the city corres- 
pondents in account analysis, service 
charges, cost accounting, lending poli- 
cies, etc., are being made available to 
the smaller institutions, is certainly de- 


sirable. Most reserve city banks are 
working along this line.” 


SERVICE CHARGES 


A MIDDLEWESTERN banker listed 
the metered service charge plan “which 
is made available to all our correspon- 
dent banks” as one of the most helpful 
services provided by his institution. The 
plan, to quote him, “contemplates the 
almost automatic stopping of losses 
which experience has shown exist in 
three accounts out of every four in the 
average bank, and it has been worked 
out so completely that it requires but 
very little effort on the part of the bank 
that decides to put the plan into effect. 
It also eliminates about 90 per cent of 
the detail work involved in the method 
of analyzing accounts, which quite a 
number of banks have been doing. At 
the same time it overcomes the objec- 
tionable feature of the analysis method 
on account of the fact that usually the 
analysis method is used to catch the 
losses in a relatively small percentage 
of accounts that show a large loss. 
Furthermore, the analysis method, be- 
cause of the amount of detail work in- 
volved, does not catch the losses, in a 
great majority of cases, in accounts that 
show small losses as well as in accounts 
that show a profit two or three months 
of the year and a loss during the other 
ten or nine months of the year. 
“Experience shows that medium sized 
correspondent banks under this metered 
plan are collecting 1 to 144 and even 2 
per cent a year on total time and check- 
ing deposits, without loss of deposits or 
customer satisfaction. In one exceptional 
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case, a small bank which installed our 
plan about the first of last year is col- 
lecting 714 per cent a year on total 
demand deposits, and its customers have 
shown no dissatisfaction.”” Many small- 
er banks served by this institution have 
adapted the plan referred to here for 
their individual use. 

A Pennsylvania banker pointed out 
that “most city banks have given care- 
ful study to the expense account and are 
requiring their depositors to pay a ser- 
vice charge if an analysis of the account 
shows a loss, and as the necessity for 
net profits is vitally important to coun- 
try banks today, their city correspon- 
dents could be helped along this line.” 
Another emphasized the necessity for 
“methods and suggestions for increasing 
their revenues and cutting down un- 
necessary expenses and losses.” 

From the Northwest came this: “En- 
courage the development of profits by 
eliminating all unprofitable functions 
which are not properly paying their way 
through lack of analysis and under- 
standing.” And from the Middlewest: 
“Induce correspondent banks to discon- 
tinue unsound practices and to install a 
complete set of fair and sensible service 
charges, thereby stopping the leaks that 
exist in the average bank. This will re- 
sult in a substantial increase in rev- 
enue.” 


OTHER PROBLEMS 


TYPICAL of many was the comment 
of a St. Louis banker that “we render 
advice the best we know how pertaining 
to any specific banking problem.” A 
Philadelphia banker, mindful of the 
rapid growth of trust service, empha- 
sized that “information is always avail- 
able to these institutions respecting trust 
department problems in which wide 
practice affords the city institution ex- 
perience, and much helpful advice can 
be offered and furnished to the distinct 
advantage of the country banker.” 

And a more general comment: “Hav- 
ing in mind the long pull rather than 
present emergencies, we feel that advice 
tending to improve the management and 
operation of banks is one of the best 
things we can do for them.” 

Another problem, clear-cut at the mo- 
ment and placing a definite responsibil- 
ity upon the larger institutions, was 
recognized by a leading Northwest bank- 
er who urged greater help by “assisting 
in public education concerning func- 
tions of banks with the definite purpose 
of promoting a more favorable opinion 
on the part of the public toward the 
stability of banking institutions.” 


: 
iii 
af i ate 
ar. 
ae. 


Events and 


WITHIN THE 


Bank Management 


Conferences 


THREE bank management conferences 
sponsored by the Bank Management 
Commission in conjunction with state 
bankers associations and local clearing- 
house associations in the cities where the 
conferences will be held, are announced 
by Arthur B. Taylor, Chairman of the 
Commission. 

The first conference will be the Cen- 
tral Bank Management Conference to 
be held at Indianapolis, Indiana on 
March 8 and 9. The Mid-Western Bank 
Management Conference will be held at 
Omaha, Nebraska, on March 15 and 16. 
At Philadelphia, Pennsylvania, the 
Eastern Bank Management Conference 
will be held on March 22 and 23. The 
states included in these conferences are 
shown in the map on this page. 


The Eastern Savings 
Conference 


THE QUESTION of strengthening the 
credit of municipalities and states was 
the leading topic of discussion before the 
annual eastern regional savings confer- 
ence at the Waldorf-Astoria Hotel, New 
York, January 26 and 27, under the 
auspices of the Savings Division. The 
principal addresses were as follows: 
Thursday, January 26, first session, 
“Controlling Public Expenditures,” 
Samuel H. Wragg, chairman, senate 
committee on municipal finance, Com- 
monwealth of Massachusetts, Needham, 
Massachusetts; luncheon address, Allen 
Raymond, the New York Herald Trib- 
une, “What is Technocracy?”; second 


Information 
ASSOCIATION 


session, ‘Economies in State Govern- 
ment,”” H. W. Dodds, chairman, admin- 
istrative committee, School of Public 
and International Affairs, Princeton 
University, Princeton, New Jersey; 
“Scrutinizing the Municipal Borrower,” 
Edward J. Reilly, trust counsel, 
Moody’s Investors Service, New York; 
“A City on the Way Back,” James 
Jackson, chairman, state finance com- 
mittee of Fall River, Boston, Massachu- 
setts. Banquet, roof garden, the Waldorf- 
Astoria, Carl P. Dennett; chairman, 
banking and _ industrial commission, 
First Federal Reserve District, Boston, 
Massachusetts, “Protecting Municipal 
Securities.”’ Francis H. Sisson, President, 
American Bankers Association, vice- 
president, Guaranty Trust Company, 
New York, “The Banker Faces Prob- 
lems.” 

Friday, January 27, third session, 
“The Mortgage Situation,” Richard M. 
Hurd, president, Lawyers Mortgage 
Company, New York; “The Place of the 
Federal Home Loan Bank in the Fi- 
nancial Structure,”’ George L. Bliss, ex- 
ecutive vice-president, Federal Home 
Loan Bank of Newark, Newark, New 
Jersey; “The Federal Reserve System— 
Can its Services be Fitted to the Needs 
of Savings Banks and Savings Depart- 
ments?”, A. C. Robinson, president, 
Peoples-Pittsburgh Trust Company, 
Pittsburgh, Pennsylvania; luncheon, 
Grover Clark, consultant on far eastern 
affairs, New York, “Dynamite in the 
Far East—China, Japan and Russia”; 
fourth session, ““The Banker in Relation 
to Municipal Mis-government,” Joseph 
D. McGoldrick, member, de- 
partment of public law and 


jurisprudence, Columbia University, 
New York; “What Shall We Say?”, 
Edwin A. Moore, manager, new busi- 
ness department, The Savings Bank of 
Utica, Utica, New York. 


Dr. Stonier at 
Hoover Conference 


DR. HAROLD STONIER, national 
educational director of the American In- 
stitute of Banking Section, was invited 
by President Hoover to be a member 
of the Citizens Conference on the Crisis 
in Education, which met in Washington, 
January 5 and 6. 
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prepares himself for advancement. As a 
matter of fact, there is but little distinction 
between what a bank officer should read and 
what a younger banker should read. 

The young man is right in stating that 
success is largely a matter of initiative. He 
is also right when he states that you can- 
not build much of a success on a poorly 
laid foundation, and that there is no such 
thing as knowing it all. The higher he 
climbs the more he will find that he has 
to study in order to keep abreast of the 
times, and the more he will be expected to 
“know” about the banking business. His 
statement as to making your own breaks 
and then capitalizing them is well taken. 

I was interested in Mr. Stroud’s reference 
to reading books and other literature, and 
his statement that experience is our best 
teacher. It may be true that experience is 
our best teacher, but let me say that the 
young fellow should have placed greater 
emphasis on the importance of reading 
books, magazines, etc., especially if they 
deal with his own business, for without in- 
tensive reading and studying, a bank clerk 
is going to jump into a lot of trouble, and 
is going to have a very difficult and hard 
experience. Ultimately he is going to fail. 
Mr. Stroud’s statement is bad advice to 
pass on unless greater emphasis is placed 
on the importance of reading and studying. 

It takes intensive reading, plus experi- 
ence, to make a successful team. The young 
banker who doesn’t read and study, and 
doesn’t know what is going on, isn’t going 
to get very far as a result of experience. 
There is always a great advantage in be- 
ing prepared to handle banking transactions 
properly before the time comes to execute 
the transaction. If this preparation is not 
made, then the transaction becomes more 
or less of a guess as to how it should be 
handled. Reading gives one a good idea how 
to handle daily transactions. 

Mr. Stroud concludes by admonishing 
bankers to watch the clerk who is always 
on his toes and wants to learn. The strange 
thing about this is that you have to do 
very little watching, for you can always tell 
how your customers are being treated by 
their conversations with you as an officer. 

W. R. MOREHOUSE. 
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“OF COURSE 
I'd rather 
\work 
than toagt” 


\ out of luck, {count 
‘ 
cause [ always kee; 
7 at lease three 
months’ in 


L — This is what a Kansas banker 


wrote when he sent in his renewal for 
the Association’s 1933 advertising service. 


bers bank, as a member of the A. B. A., may also obtain 
this advertising service, which is available to all member 
banks at low cost. It consists of timely, carefully-prepared, 
newspaper advertisements ready to use in your local papers; 
large illustrated posters in colors; booklets, folders and 
blotters; and workable ideas and suggestions for getting 
new business. It includes general banking and institutional 
advertising; savings advertising and trust advertising. It is 
prepared by experienced copy writers, artists and typog- 
raphers. Its purpose is to help your institution tell its bank- 
ing story to the people of your community in a dignified, but 
interesting and convincing manner. Its low cost will fit 
your 1933 budget. 


If your bank is not among those using this service now, 
detailed information will be sent you on re- 
quest. Just mail the coupon below—or, if 
you prefer, write a letter to 


OF THE 
CouNTRY 


—Follow George Washington’s 


example and make your will. 


—Follow modern practice and 
include trust funds for your 
children’s long-time benefit. 


FEW COMMENTS 


“Your Trust Advertising Service is 
the finest thing of its kind we have 
ever used, and a factor in our develop- 
ment program without which we 
could not well get along.” 
—From a California Banker 
* * 


“I think your Savings Advertising 
Service is splendid for such an insti- 
tution as ours, and we appreciate the 
Opportunity to use the fine material 
you are preparing for building con- 
fidence, and increasing savings de- 
posits.” —From an Ohio Banker 
* ok * 


“Like many others, we have found the 
‘Building Trust Service Plan’ to be a 
most valuable adjunct to our trust 
advertising, and would recommend it 
very highly to institutions of our size.” 
—From a Pennsylvania Banker 
* 

“Your newspaper advertisements are 
excellent—and this applies to your 

booklets and posters as well.” 
—From an Indiana Banker 


Mail this coupor- 


American Bankers Association, 


THE 


22 East 40th Street, 
New York, N. Y. 


Please send me detailed information about the Association’s 


AMERICAN 
BANKERS 
ASSOCIATION 


22 East Fortieth Street, New York, N. Y. 


Institutional Trust [| Savings [| 


advertising material. 
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Banks like these 


ustall YORK 
| VAULTS 


Your bank, too, can enjoy 


the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 


bank requires. 


First National Bank Equitable Trust Co.—now Chase 
First National Bank of Boston of Chicago National Bank, New York City 
YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 


BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 


SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR DPDROOF SAFES AND CHESTS 
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The Condition 


HE condition of business during the month end- 

ing January 15 was better than the condition of 

business sentiment. A number of improvements 
of a concrete character occurred in important aspects 
of industry, trade and finance. On the other hand busi- 
ness psychology wore some of the aspects of pessimism 
that appeared to belong to earlier and more serious 
stages of the depression. The nervous system of busi- 
ness seemed more involved in the situation than its 
actual physique. 

In the period under review the strong return flow 
of gold into the United States continued, raising the 
nation’s monetary gold stocks to a point $600,000,000 
above the level recorded six months before. 

The securities markets developed a strong trend of 
a character reflecting a certain degree of financial con- 
fidence in limited investment circles that was in dis- 
tinct contrast with more general opinion regarding 
either political or business conditions. For one thing 
a moderate recession in the second week of January 
following a sustained advance in stock prices failed 
to bring out liquidation, and during the latter part 
of the week it was followed by a sharp advance in a 
number of important issues, including railroads, in- 
dustrial specialties, some steels and public utilities. 

Somewhat more significant of a revival of financial 
confidence was the course of the bond market. Where- 
as previously United States Government bonds were 
about the only strong feature here, investment capital 
began during the period under review to seek more 
aggressively for favorable opportunities in less ultra- 
conservative issues. High grade utility bonds reached 
the highest levels since 1931 and railroad bonds, even 
of the second grade, as well as a 
representative group of foreign 
issues, registered sizable percent- 
age gains. The volume of trading 
increased and the receptivity of 
the market for new issues was re- 
ported as distinctly improved. 

The commodity price situation 
during this period showed in- 
creasing stability, several stand- 
ard indexes registering during the 
final week slight advances follow- 
ing several weeks of slowly de- 
clining prices. An improvement 
in wheat prices was a conspicuous 
factor in this turn. 

Figures for general trade con- 
ditions were somewhat confused 
by the holidays, but there ap- 
peared to be a further lessening 
of the deficiency in activity as 


R.F.C. LOANS OUTSTANDING 
IN MILLIONS, AT FOUR DATES IN 1932 


of BUSINESS 


compared with corresponding periods in recent years. 
In a relative sense, a reduction in the negative aspect 
of business is a positive gain as compared with the 
record of the past three years with their continuous 
diet of increasing recessions. In this view falls the re- 
port of unfilled tonnage of the United States Steel 
Corporation for December, which was hailed with 
some satisfaction because it declined by only 161 tons, 
although tonnage normally rises in this month, 
whereas in December a year earlier the decline was 
nearly 200,000 tons. 

In banking the year end statements of condition 
showed that the key positions in the banking struc- 
ture as represented by the larger institutions and the 
financial centers were in an impregnably strong and 
liquid position. While an unsatisfactory condition per- 
sisted in some sections, it was plain that the tide of 
economic danger was steadily receding further away 
from banking. This was reflected in the fact that the 
average deposits involved in suspended banks were 
growing smaller, which was the reverse of the trend 
in a previous stage of the banking problem. Despite 
the numerical and political aspects of the bank sus- 
pension situation, therefore, a fundamental strength- 
ening of the major financial structure was definitely 
in progress. It is notable that bank borrowers from the 
Reconstruction Finance Corporation had repaid no 
less than $234,000,000, 29 per cent of their loans, a 
better showing than for any other class of borrower. 

With the foregoing list of fundamental, if not spec- 
tacular, evidences of economic improvement before it, 
it was manifest that business psychology was drawing 
its current attack of pessimism from some other quar- 
ter. That quarter was not diffi- 
cult to identify. Obviously wide- 
spread business apprehension was 
due to the continued failure of 
the national political machinery 
to function effectively on a pro- 
gram of sound economic helpful- 
ness in the present, or to develop 
any clear vision of promise for 
the future. 

The Federal fiscal situation re- 
mained in a chaotic state, and all 
proposals for adequate economies 
in public expenditures and sound 
taxation reforms, both to produce 
sufficient revenues to balance the 
budget and also to place the bur- 
den of taxes on an economically 
more productive and_ socially 
more equitable basis, called forth 
only more controversy and more 
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confusion. Again, efforts at a beneficial 
treatment of the banking problem by 
means of Federal legislation became en- 
snarled in a peculiar legislative situa- 
tion, and a clear-cut settlement of the 
matter appeared further away than 
ever. It left the future in a state of un- 
certainty for the banks. 

Other major disquieting products of 
political activities aimed at economic 
problems was a strangely conceived and 
constructed farm relief bill and a num- 
ber of currency inflation proposals. Dis- 
quieting also was the inability of the 
existing Governmental machinery to ac- 
complish even one real move in so 
clearly defined a matter of public desire 
as constructive legislation dealing with 
prohibition. Both from the viewpoint of 
the increase of public revenue and the 
improvement of public morals the issue 
has been made plain, but Congress has 
proved incompetent to give the nation 
what it has demanded. 

Doubtless the situation reflected in the 
foregoing was the sufficient cause for 
the increased state of uncertainty and 
apprehension notable in business senti- 
ment during the period under review, 
creating lack of confidence for taking the 
initiative in expanding industrial and 
commercial activities to meet the na- 
tion’s obvious needs. 


MODIFICATION OF BANKRUPTCY 
LAW 


YET, even in dealing with the political 
situation as a factor in the condition of 
business, it is possible to conclude with 
a slightly hopeful note. It has to do with 
the apparently growing disposition of 
Congress to provide a modification of 
the bankruptcy law, as urged by Pres- 
ident Hoover, which wouid allow busi- 
ness concerns and corporations to make 
adjustments of their capital structures 
and arrange compositions of their ob- 
ligations with their creditors, without 
being forced by them, or by obstructive 
or intransigent minorities of creditors or 
stockholders, into bankruptcy proceed- 
ings, with all they mean in the way of 
dissipation of assets and destruction of 
business organizations. 

The plan proposed would permit, un- 
der the protection of law, an orderly 
partial liquidation of many businesses 
which cannot wait longer for general 
business recovery to pull them out of 
their difficulties, but which, on the other 
hand, do not merit complete destruction 
through insolvencies. A general read- 
justment of capital and debt structures 
by this means would doubtless go far in 
remedying the present inequitable and 
perilous situation caused by what ap- 
pears to be a definite lowering of the 


price level, which renders it impossible 
for many debtors to meet in full, with 
present values, obligations incurred at 
higher levels. This bankruptcy law 
change, therefore, would constitute an 
effective and beneficial economic influ- 
ence, and would go far in robbing the 
inflationists of their chief argument in 
favor of raising the price level by flood- 
ing the country with debased currency. 


Recently 


(CONTINUED FROM PAGE 9) 


forced liquidation was “utterly de- 
structive” to both debtors and creditors. 
The President’s research committee on 
economic trends, in a report of its three- 
year survey of social conditions through- 
out the country, warned on January 1 
that the United States could have no 
assurance against violent revolution if 
it did not coordinate its governmental, 
economic, scientific and educational 
forces by some form of integrated plan- 
ning. Wesley C. Mitchell, economist, 
headed the committee. 


BUSINESS AND THE MARKETS 


AMERICAN investments in the Swed- 
ish Kreuger and Toll Company, through 
which the late Ivar Kreuger controlled 
his world-wide enterprises, were “up- 
wards of $130,000,000,” according to 
testimony filed by statisticians in bank- 
ruptcy proceedings in New York. Com- 
bined American holdings in this and the 
International Match are placed at $250,- 
000,000. 

November exports totaled $139,000,- 
000, it was announced by the Depart- 
ment of Commerce on December 20, the 
smallest for that month in 30 years. 
Imports were $104,000,000. In the same 
month in 1931 exports were $194,000,- 
000 and imports $149,000,000. 

A wage agreement was reached be- 
tween the railroad managements and the 
unions on December 21. Under its terms 
the so-called Willard agreement will be 
extended for nine months. Neither side 
may start action for a change in basic 
rates of pay before June 15. 

Europe conducted one of its infre- 
quent raids on the American dollar on 
January 5, following the declaration by 
Senator Borah that he meant to intro- 
duce legislation aimed at depreciating 
the currency. The movement in the ex- 
changes quickly spent itself, however. 

Officials of the New York Stock Ex- 
change announced on January 7 that, 
beginning on July 1, certificates will be 
required from independent accountants 
testifying to the accuracy of statements 
of those seeking new listings. 


AMERICAN BANKERS ASSOCIATION JOURNAL, February 1933 


RECONSTRUCTION, GOVERNMENT 


THE report of the R.F.C. for Novem- 
ber, made public December 22, showed 
that the organization lent $107,000,000 
in that period. 

On December 23 the Treasury sold 
an issue of $100,000,000 of 90-day bills 
at a record low cost of 0.09 per cent. The 
next sale was made January 9, and in 
the interval the cost jumped to 0.20 
per cent. The explanation was the an- 
nouncement by the open market con- 
ference of the Federal Reserve in the 
interval that it no longer regarded it as 
necessary to take an aggressive position 
in the bond market. 

The R.F.C. announced a Christmas 
gift on December 24 in the form of a 
half per cent reduction in its lending 
rates. A statement issued December 30 
showed $1,150,600,000 in loans ac- 
counted for by the Reconstruction Fi- 
nance Corporation. By November 30 
$283,049,032 in loans had been repaid. 
Total commitments are estimated at ap- 
proximately $2,000,000,000. 


FOREIGN AFFAIRS 


SOUTH Africa joined the list of nations 
without a currency standard on De- 
cember 29, when it decided to try no 
longer to maintain the gold basis. 

Sir Alfred Hugenberg, leader of the 
German Nationalist Party, told Amer- 
ican newspapermen on December 21 
that German short-term debt interest 
rates should be cut to 114 per cent and 
converted into long-term, amortized ob- 
ligations. Dr. Gustav Benario, German 
banker here for discussions with Albert 
H. Wiggin on the German private debt 
situation, pronounced the Hugenberg 
suggestions “absurd, unauthorized, and 
stupid.” 

Japan, it was learned on January 1, 
has formally refused to sign a non-ag- 
gression pact with Russia along the 
lines of those made by the latter with 
France, Poland and China. 

The Jugoslavy Minister at London 
called at the Foreign Office there Janu- 
ary 2 and warned that his government 
viewed with the gravest concern the 
situation being created in the Balkans 
by the Italian policy. He referred es- 
pecially to the customs union which, he 
declared, Italy was attempting to force 
upon Albania. 

The Japanese opened a new offensive 
against China on January 2 with the 
invasion and capture of Shanhaikwan, 
in North China just south of the Great 
Wall. Fears that this meant a drive into 
Jehol Province were realized on January 
10 when the invading army clashed with 
the Chinese at Chumen Pass, one of the 
important gateways to Jehol. 
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Receiverships 


(CONTINUED FROM PAGE 25) 


subject. Revision of the bankruptcy act 
is now before Congress and some of the 
proposed amendments affect these fees. 

While part of the standing receiver’s 
expenses of carrying on its receivership 
activities are defrayed from the fees al- 
lowed, the bankruptcy rules of the 
Southern District permit the receiver to 
employ certain assistants, the cost of 
whom may be charged against the re- 
spective estates. The charges made to 
the respective estates in no case exceed 
the actual cost of the employees’ time to 
the trust company and are frequently 
below the maximum rates authorized 
by the court. 


EMPLOYEES’ SALARIES 


OF the 163 employees on the payroll 
of the receivership division at September 
30, 1932, whose aggregate salaries would 
amount to $365,588.04 per year, some 
charge was being made for the services 
of 67, representing an annual cost to the 
receiver of $178,040.28. No charge was 
being made for the services of 96, rep- 
resenting an annual salary cost to the 
receiver of $187,547.76. In addition, the 
receivership division also absorbs its 
fixed charges, overhead and mainten- 
ance in their entirety—such items as 
rent, equipment, telephone, postage, in- 
surance, etc. 

Many of the men, for whose services 
some charge is made to the respective 
estates, receive salaries far exceeding the 
maximum aggregate amount which, un- 
der the court rules, could be recovered 
from the estates even if all their work- 
ing time were charged against the 
estates. A substantial portion of the time 
of the group, for whose services some 
charge is made to the respective estates, 
is devoted to activities for which no 
charge is assessed—as, for example, at- 
tending creditors’ meetings. 

In addition, the receivership division 
has used and has available to it the ser- 
vices of divisions and departments of 
the trust company for which no charge 
has been made to the respective estates. 


180 YEARS OF SUCCESSFUL OPERATION 
TESTIFY TO THE SOUNDNESS OF THE 


MUTUAL PLAN OF INSURANCE 


In good times 
and bad... 


Property Owners 


have Saved through 
Mutual Fire Insurance 


WNERS of property insured 
against fire in mutual com- 
panies have received generous 
dividends during the depression 
period of the past three years, just 
as in more prosperous times. 

For example, the policyholders 
of the 75 companies comprising 
the Federation of Mutual Fire 
Insurance Companies received 
$45,534,984 in dividends during 
1929, ’30 and ’31. 

To the individual property 
owner this has meant a substan- 
tial saving in overhead cost— 
welcome at any time—doubly so 
in times like these. 

The ability to pay just claims 

promptly—to 
build reserves, 


MUTUAL FIRE 
INSURANCE 


and to save and return a consider- 
able part of the premium year after 
year in good times and bad, has 
earned for mutual fire companies 
a reputation for unusual stability. 

American property to the extent 
of over 37 billions of dollars, is safely 
and soundly protected against 
loss by fire under mutual policies. 

To any property owner—any- 
where—large or small, the mutual 
plan of fire insurance offers a form 
of protection that has been tested 
over a period of 180 years—intelli- 
gent service—a saving in net cost. 

A list of Federation companies 
will be sent on request, together 
with an interesting explanation of 
the benefits and operation of mu- 
tual insurance. Write for it today. 


WRITE TODAY FOR THIS BOOKLET 
Federation of Mutual Fire Insurance Companies F 
Room 2104—230 North Michigan Avenue, Chicago, Illinois 


Gentlemen: Kindly send me, with no obligation, a list of Federation 
companies and your booklet explaining the mutual plan of insurance. 


ATTORNEYS 


IN retaining attorneys, the standing 
receiver has followed two definite poli- 
cies. First, attorneys are used for legal 
work only and not upon administrative 
routine. Second, legal work has been 
distributed among as many attorneys 
and firms of attorneys as circumstances 
justified. As bankruptcy receiver and/or 
trustee, the trust company retained 308 
different attorneys or firms of attorneys 


Name. 
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CONDENSED 
STATEMENT OF CONDITION 
DECEMBER 31, 1932 


Che 
Cleveland 
Crust Company 


Assets 
Cash on Hand and in Banks. .$ 25,663,578.21 
United States Government Bonds 


and Certificates . ... .. 23,668,484.40 
State and Municipal Bonds and 

Other Bonds and Investments, 

including Stock in Federal Re- 

serve Bank ..... . . 25,163,385.36 


Loans, Discounts and Advances 187,744,913.57 
Banking Houses and Lots and 


Other Real Estate ... . 9,858,883.78 
Interest and Earnings Accrued 
and Other Resources .. . 3,390,663.34 
Customers’ Liability on Letters 
of Credit and Acceptances Ex- 
ecuted by this Bank .. . 866,172.12 
Total ..... . $296,356,080.78 


Liabilities 
Capital Stock . . . . . . .$ 13,800,000.00 


Surplus and Undivided Profits 9,625,006.46 
Reserve for Taxes, Interest, etc. 965,800.56 
Dividend Payable, January 3, 

Agreement to repurchase U. S. 

Government Bonds sold . . 9,413,317.50 
Deposits . ....... 240,917,308.53 
Other Liabilities . . . ... 492,475.61 
Letters of Credit and Acceptances 

Executed for Customers . . 866,172.12 


Total e e $276,356,080.78 


Member Federal Reserve System 
Member Cleveland Clearing House Association 
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from January 16, 1929, to September 
30, 1932. In many instances attorneys 
were retained upon recommendation of 
creditor groups. 

In 53.4 per cent of the proceedings in 
the period covered by the recent report, 
the receivership division’s own staff per- 
formed the necessary accounting work. 
Where circumstances required outside 
accountants, the same general policy 
was followed in retaining them as that 
governing retention of attorneys, and 
119 different accountants or accounting 
firms were used. 


SLOW PROFITS 


| IN the first year of its receivership ac- 
| tivities, the Irving Trust Company 


found that its doubts about the work 
being immediately profitable were well 
founded. The year 1929 closed with a 
net loss of $332,905.93. In 1930 the re- 
ceivership work went on a profitable 
basis and by September 30, 1932, the 
deficit had been wiped out and a net 
profit of $75,426.06 earned. At this date, 
it was estimated that commissions earn- 
ed but not received in proceedings still 
in administration amounted to $287,000, 
after allowance for taxes at current 
rates. Fees in the comparatively small 
number of equity receivership appoint- 
ments given to the Irving have contrib- 
uted considerably to overcoming the 
early losses. 


FUNDS ON DEPOSIT 


SINCE March, 1930, the trust company 
has kept on deposit with itself funds of 
many of the bankrupt estates under its 
administration pursuant to the author- 
ity of General Order XLVI of the 
United States Supreme Court and rules 
of the District Court. For many years 
prior to March, 1930, the trust com- 
pany (or one or more of its predecessor 
and/or constituent institutions) was 
one of the designated depositories for 
bankruptcy funds in the Southern Dis- 
trict of New York, qualified under the 
usual surety company bonds. The bank- 
ruptcy funds which it keeps on deposit 
with itself also are protected under Fed- 
eral Reserve Act provisions and state 
law and by special deposit of United 
States Government obligations with the 
judges of the District Court. The trust 
company deposits with itself the funds 
of most of the proceedings in which the 
affairs of the bankrupt are being wound 
up and the estates liquidated. When ad- 
ministration may be facilitated thereby, 
funds are being kept on deposit with 
other designated depositories. In pro- 
ceedings where a reorganization is in 
prospect, important existing banking 
affiliations generally are continued. 
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Labor’s Profit from 


Power Machinery 


(CONTINUED FROM PAGE 48) 


been said during the past 40 years, 
particularly in the past ten years, 
about the depressing, if not degrad- 
ing, influence of the monotony of a 
workman’s constant attendance upon 
a mere machine. The old days of artisan- 
ship or craftsmanship are held up as 
“good old times” when a man was a 
man and not a machine, the master of a 
trade, the possessor of his own soul who 
took pride in his product and joy in ex- 
pressing himself in it. Doubtless there is 
something in the joy of self-expression 
and the pride of the artisan, which has 
been lost. In 1899, however, the factory 
worker spent approximately 70 hours a 
week at his bench for a wage whose 
buying power on the 1926 basis was 
$2.52 a day. His successor in 1931 spent 
approximately 45 hours a week at his 
bench, under better working conditions, 
for a wage whose buying power, at an 
index ratio of 1.370, was $5.03. 

The latter may have less occasion for 
pride in his individual product; there 
is no reason why he should not take 
pride and delight in the operation of 


RATES 
FROM MANHATTAN TO 


To Stat 


a machine which is all but human. Pride Othinditeestieneis 
A or | ge is 50c or 
and joy in work, however monotonous, c tacts more a federal tax applies 


are after all matters of temperament. In at oS ae 


10c; $1.00 to $1.99, tax 15¢; 
the meanwhile the modern machine- 
aided worker can give his family more 
comforts, his children a better educa- 
tion and himself more culture, if he so 


wills. The machine age gives him the | 


opportunity. 


The Wage Earner’s 
Share of His 
Production 


(CONTINUED FROM PAGE 49) 


his own income by 200 per cent, while 
raising the value of his labor prod- 
uct to his employer by 220 per cent. He 
is still receiving for his labor about 40 
per cent of its gross value to his em- 
ployer; and his remuneration represents 
17 per cent of the total value of all man- 
ufacturing production, just as it did for 
the twenty-year period 1899 to 1919 in- 
Clusive. 


MACHINE PRODUCTION 


IT requires no statistician to deduce 
from the figures provided by the bureau 
of the census that the manufacturing 
labor formerly performed by three work- 


2.00 or more, tax 20c. 


low cost 


Many costs, in business promotion 
and control, are hard to keep within 
today’s budgetary limits. The cost 
of contact can be one exception — 
where Long Distance telephone ser- 
vice is used. 

In your telephone directory turn 
to the list of rates to distant points. 
(Above appears a section of this list 
in the Manhattan, New York City, 
book). Note the economy of this way 
to keep in touch with the far-off 
branch or customer. 


The low cost of Long Distance is 
one reason why this service has be- 
come so useful to business in these 
times. Another reason is the quality 
of the service, now maintained at the 
highest point in its history. 
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00 1°30 
PLACE PM A.M 
q Akron, Obi $1.8 ; $1.05 $2.25 
Albany, 65 45 1.05 
F Albuquerque. N. Mex 6.75 5.50 4.00 8.56 
4 Allentow Lehigh ¢ Pa 55 15 45 80 
Alt 1.1 ( 70 1.55 
Amenia, N. Y 55 45 35 80 
Amsterdam; N.Y 50 
Asheville. No ¢ 2 1.95 1.30 3.00 
Atlanta, Ga ( i 65 75 
Atlantic City. No J 35 90 
Aubur 60 1.40 
Averill Park, N. Y 7 6 45 1.05 
Md 44 5 1.25 
Bangor. Me 1.70 lA 1.00 2.15 
Beac N. 45 3 65 
Bennington, Vt 85 7 0 1.20 
; Binghamton, 7 4 1. 
Birmingham, Ala 25 65 75 
Bloomingburg, N. Y 50 40° 75 
Boise. Ida 7.75 6.25 4.50 9.75 
Boston, M 1 00 8 é 1.35 
Bridgepor 4 $5 65 
Bridgetor i0 95 
Bristol 55 i 80 
45 5 65 
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Tue facilities which 
this Bank offers its corre- 
spondents have been de- 
veloped through serving 
the exacting and diversi- 
fied needs of a large and 
discriminating clientele. 


Nearly all the nationally 


known industries carry 
their Philadelphia ac- 


counts with us. 


Our list of correspond- 

ents includes the leading 

financial institutions of 

the country, both large 
and small. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . $30,000,000 


ers is now performed by one worker, 
with mechanical aid. Nor does it re- 
quire a mathematician to discover that 
this one worker, who is now aided by 
machinery, doing the work formerly 
done by three, is also receiving the wage 
formerly received by the three. The 
machines have displaced two men out of 
three in twenty-eight years’ time but the 
remaining third man is taking down 
every pay day the entire wage which he 
and two co-workers formerly received. 

All seems to be well with the man 
who is left on the job, and now we 
should concern ourselves with the fate 
of the two who have been pushed out by 
machines. Factory payrolls have in- 
creased 440 per cent but the number of 
workers has not quite doubled. This in- 
dicates that some factory workers have 
been compelled to find other avenues of 
employment. The demand for the prod- 
ucts of factories has not increased fast 
enough to provide employment for the 
same percentage of our rapidly growing 
population as it did in 1899. This is one 
of the facts which has caused a growing 
apprehension regarding employment 
conditions and a misapprehension of the 
actual situation. Perhaps it is unfor- 
tunate that we are provided with com- 
plete and dependable figures on factory 
employment each month, while such fig- 
ures are available in only a few of the 
other lines of human endeavor. 


NEW INDUSTRIES 


IT is certain that new kinds of em- 
ployment have been developed so fast 
through our rapidly increasing demands 
for comforts and luxuries that it re- 
quires as large a percentage of the total 
population to supply our wants as it 
ever did. While it is true that hours are 
shorter, and vacations more frequent, it 
is also true that, where it required only 
38 per cent of our total population to 
supply the goods and the services de- 
manded by the whole population a gen- 
eration or two ago, it now requires fully 
39 per cent of the population to supply 
the needs of the country, and the export 
demands. 

Machinery has, in fact, displaced 
many workers, but it has not displaced 
any portion of the payroll, and the buy- 
ing power of the workers remaining on 
the job has multiplied itself in propor- 
tion to the increase in output, so that 
the total payroll is unaffected, as 
demonstrated by the foregoing census 
reports. And it is well that improved 
machinery and methods have been made 
possible through the inventive genius of 
our people; otherwise, our workers 
would be where they were in 1899. It 
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required 39 per cent of the population 
to supply our needs at that time, and it 
requires 39 per cent of the population to 
supply our needs at this time. But for 
the introduction of labor-saving devices 
in factories, we could have had no motor 
car, no radio, and no airplane. And this 
economic process must go on. It will go 
on. It is only by the release of labor, 
through the application of power and 
automatic machinery, that we can be 
supplied with the labor which we must 
needs have for next year for the de- 
velopment of new flying machines, wire- 
less communication, and whatever the 
geniuses of the world may offer for our 
comfort, or our pleasure. 


PERIODIC UNEMPLOYMENT 


UNEMPLOYMENT occurs seasonally, 
and periodically. There is a space in the 
cycle during which unemployment in- 
creases, as there is another space in the 
cycle during which labor shortage ham- 
pers production and distribution. The 
percentage of unemployment for any 
four-year period of the last twenty-eight 
years has been about at par with any 
other four-year period. The increase in 
unemployment during the closing months 
of 1927, the closing weeks of 1929, and 
the first half of 1930 merely served to 
create a balance of unemployment with 
the preceding four-year period, 1923 to 
1926 inclusive. We find little variation 
in the percentage of unemployed, among 
the usually gainfully employed in man- 
ufacturing lines, during the period 1899 
to 1927 inclusive. We do not find that 
the unemployed percentage in any one 
of the seven periods of four years each is 
materially out of line with the experi- 
ence of any of the remaining six four- 
year periods. The entire experience of 
manufacturing labor for the elapsed por- 
tion of the twentieth century indicates 
that the unemployment bugaboo is noth- 
ing more, and nothing less, than a buga- 
boo. The known record of twenty-eight 
years demonstrates that the recurring 
slacks in factory employment are shortly 
taken up by increasing demand for sta- 
ples, and new demand for novelties. 

As I stated in an article in the August 
JOURNAL the introduction of labor-sav- 
ing machinery has never “displaced 
workers as rapidly as new inventions 
and new demands have created new jobs 
for them. Our people have been at work 
for 150 years raising and improving 
their standards of living, and I see no 
reason to fear that they will not con- 
tinue along the same lines. The future 
of the American working man is bright- 
er than it ever was before, as is the 
future of the country itself.” 


simee IBGE 


for 


Capital and Surpius 


TheUNION TRUST CLEVELAND 
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Supervision or Suppression 


(CONTINUED FROM PAGE 14) 


tions about bank affiliates and bond de- 
partments have sprung up. All of us 
know, to our cost, the abuses which 
throve during the prosperous Twenties 
in the investment banking field, but 
those abuses characterized the security 
business generally, and were in no way 
peculiar to the activities of commercial 
banks in this field. Elaborate studies 
lately made tend to show that the mar- 
ket depreciation and defaults affecting 
bonds that were originated in recent 
years by American banks or their securi- 
ty affiliates have been substantially less 
severe than the average. This is what 
might have been expected from the con- 
servative restraining influence of a board 
of directors and staff of officers reaching 
out in all directions through the com- 
munity. 

One sometimes hears that member 
banks that have both security affiliate 
and trust department make it a prac- 
tice to dispose of issues in which the 
affiliate is interested by distributing 
them among the trusts administered by 
the bank. This charge is untrue and 
grossly unjust. Many of the leading 
banks and trust companies in the coun- 
try that do a trust business, have invest- 
ment affiliates. But under no circum- 
stances does a properly managed com- 
pany purchase securities for its trust 
from its investment affiliate or itself; 
nor does it ever purchase from any 
source whatever any securities in which 
it or its affiliate has an underwriting in- 
terest. In the entire history of the opera- 


tions of my own company it has never 
deviated from that policy. 

Another popular error is that the 
operations of a security affiliate weaken 
the parent institution. It is my belief 
that no security affiliate of any impor- 
tance in its field has caused the failure 
of its parent bank; and I have heard 
of no bond department that has caused 
its bank’s failure. The failure of the 
Bank of United States is not a case in 
point; its closing was surrounded by 
extraordinary circumstances and was 
not caused, even in part, by the main- 
tenance of a bona fide security affiliate. 

That exceptional instances may be 
found in which a bank has loaned un- 
wisely to its affiliate may be true; in 
some cases affiliates may have engaged 


in hazardous stock market operations; 
there are also the questions of policy 
raised by market operations in the stock 
of the parent institution. But these prac- 
tices are precisely the ones that lend 
themselves effectively to regulation and 
control. Here lies, in my opinion, the 
wise solution for this problem. In the 
past, security affiliates with few excep- 
tions have operated without official su- 
pervision. Let them be obliged to make 
reports and submit to examination; let 
limits be set to the parent bank’s loans 
to, and investment in, its security affili- 
ate. Let the Federal Reserve Board, or 
the Comptroller of the Currency, or 
some similar authority impose a code 
of official regulation. Let there be no 
further abuse of correspondent relation- 
ships to push the distribution of bonds. 
Let the Government, in short, extend its 
reach over the investment banking field, 
rather than renounce it. 


Financial Advertising This Year 


(CONTINUED FROM PAGE 27) 


Policies and general conditions in the 
last three years have limited the copy 
appeals that can be used. Institutional, 
educational or good-will advertising still 
seems in the ascendency, though most 
advertisers agree that the “hysteria — is 
largely over. Yet the feeling is that copy 
stressing strength, age, sound manage- 
ment and conservative policies is the in- 
direct and presently desirable way to sell 
services which, for various reasons, can- 
not specifically be sold at the moment. 

Savings, they say, is in that category. 
Prestige advertising for the institution 


EDWARD HOROWITZ 
AND 


STANLEY 


FARRELL 


announce the formation of a partnership 


for the general practice of Accountancy 


under the firm name of 


Horowitz, Farrell & Co. 
51 Chambers Street, New York 


WoOrth 2-6685 


February 1, 1933 


SATTERLEE & CANFIELD 
Counsel 


is today’s effective way of attracting de- 
posits which are important to the bank 
as a means of increasing its liquidity. 

Also because of the earlier—and to a 
decreasing extent, the present—necessity 
for great liquidity, there is now on de- 
posit in most banks a greater amount 
of funds seeking safe, profitable invest- 
ment than there are good, eligible bor- 
rowers looking for such funds. 


TRUST COPY 


TRUST services seem to offer adver- 
tising possibilities largely on the basis 
that personal fortunes have shrunk and 
are an object lesson in the advantage of 
trust company administration of estates 
as against the efforts of the individual. 
Insurance trusts also are being sold as 
a means of bringing estates back to re- 
quired dimensions, of taking care of 
increased tax burdens, and of forestalling 
great shrinkage in the future. 

As to media, newspapers are still the 
favorite and traditional item in the 
budget. The banker, even without con- 
scious analysis such as an advertising 
man might make, has come to regard 
the newspaper as the backbone ‘of his 
advertising program. 

Direct mail, including letters wail fold- 
ers, also is regarded with favor for the 
dissemination of so selective a service 
as trusts. The larger’-banks use this 
medium, too, for the distribution of re- 
ports on economic conditions in which 
there is so keen an interest on the part 
of business men throughout the country. 


70 

| 

| 

| 


AMERICAN BANKERS ASSOCIATION JOURNAL, February 1933 


Columbia University’s 
Survey of Energy 


(CONTINUED FROM PAGE 15) 


be sufficient. Without prior prejudice, 
we must carefully analyze the facts, seek- 
ing out constants and independent vari- 
ables. Each constant must be carefully 
studied to see whether or not it is a true 
invariant or merely one which has not 
as yet varied but may, with present 
or future technological or sociological 
tendencies, become a variable. Each de- 
tectable variable must be studied in at 
least two lights, one of technological 
and sociological conditions as they were 
at various times in the past, the other of 
present and probable future conditions. 
We must determine the true equation of 
variation in terms of all possible de- 
pendent variables. 

“Truly such a study constitutes a 
monumental labor for an enormous 
group of able men. To cope adequately 
with even the most superficial attack is 
beyond the capacity of any independent 
group, be they engineers, scientists, 
industrial psychologists, sociologists, 
economists, industrialists, or our so- 
called politicians. It is the greatest call 
to cooperative action of all these, and 
even many more, types of individuals 
that the world has ever heard.” 


ACCURATE BASIC DATA 


THE study would include, of course, 
not only those departments or factories 
engaged in manufacture of consumer 
and producer goods but also depart- 
ments or organizations concerned with 
such correlative work as maintenance, 
servicing, tooling, etc., the larger growth 
of which has been caused by the mech- 
anization of the basic manufacture. It 
should be possible to study many of 
the occupational shifts which have been 
occasioned by technological improve- 
ments in basic industries and in the crea- 
tion of new industries. In fact, accurate 
basic data of such an energy survey 
covering all our industries by groups 
would be a great incentive to research 
of our natural and social science groups. 
What should be emphasized is the neces- 
sity of completing the factual study in 
all its ramifications in order that the re- 
sulting researches in the various social 
sciences may have a factual foundation. 

It must be recognized that the very 
magnitude of such study precludes any 
possibility of immediate results. As I 
understand it, the original group has 
been more or less engaged in formulat- 
ing a method of attack and in commenc- 
ing the assembly of data for a period of 


The Northern Trust Company’s entire building, in the heart of Chicago’s financial 
district, is devoted exclusively to serving the financial and property needs pe its customers. 


T THE close of the recent year 
A individuals and firms were en- 
trusting to this conservative bank 
almost 66 per cent more in deposits 
than at the same period a year 
ago. Total assets had grown from 
$104,598,000 on December 31, 1931 
to$165,248,0000nDecember31,1932. 


Thus another year of progress and 
of service to the Chicago area is 
added to the banking record of The 
Northern Trust Company. Upon 
this uninterrupted record, which 
stretches back over 43 years, the 
business of conservative banks, firms 
and individuals is cordially invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER OF LA SALLE AND MONROE STREETS 
* CHICAGO 


approximately ten years. With the aid 
of the Unemployment Relief Committee 
and Columbia University it has been 
possible to accelerate the collecting and 
charting of data during the past ten 
months. I believe that the work must 
go on for many times this interval before 
the data collecting and charting will 
be adequate and of course it will require 
constant attention to keep the charting 
up-to-date. 

It has been evident for many years 
that technological improvements in the 
mechanization of industry have been 
influencing our social and political or- 
ganization and machinery. There have 
been many arguments as to the relative 


When You Investigate 


Hold-Up Protection - - 
LET us show you why Padua has 

made such a record. Let us refer 
you to some Padua-protected banks so 
you can learn the satisfaction of ex- 
perience. The wise hold-up man does 
not try to beat the Padua Foot Unit. 
He avoids the bank. 


Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
107 Seneca Street Cohoes, N. Y. 


Do all your directors 
read the JouRNAL? 
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CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


Statement of Condition 


at close of business, December 31, 1932 


Loans and Discounts 
Federal Reserve Bank Stock 


Stock in Commercial Fireproof Ci. 


Head Office Building . 


$60,096, 158.97 
420,000.00 


383,825.00 


Bank Premises, Furniture and 


Safe Deposit Vaults (including Branches) 


1,524,493.21 


Customers’ Liability under Letters of Credit 


and Acceptances 


Redemption Fund with U. S. Treasurer 


Earned Interest Receivable . 

Other Resources . ... 

CasH AND DUE From 
BANKS . 

U. S. Govt. Bonps and 
‘TREASURY CERTIFICATES 

State, County, 


824,881.96 
100,000.00 
415,247.08 
974,833.14 


$25,472,070.91 
7,658,271.77 


PAL and OTHER Bonps 11,384,586.68 44,514,929.36 


TOTAL 


$109,254,368.72 


LIABILITIES 


Capital Stock 
Surplus . . 
Undivided Profits . 


Dividend Payable January 3, 1933 


Reserved for Contingencies, Taxes, Interest, Etc. 


Discount Collected—Unearned 
Circulation 


$5,000,000.00 
6,000,000.00 
1,232,798.27 
187,500.00 
2,640,683.15 
27,554.77 
1,986,020.00 


Letters of Credit ond ‘Liability as “Acceptor or 


Endorser on Acceptances and Foreign Bills . 


Other Liabilities . . 
DEPOSITS. ... 
TOTAL 


874,599.19 
56,413.64 
91,248,799.70 
$109,254,368.72 


The CITIZENS BANK has for more than forty-two years been a 
conservatively operated institution, serving the Los Angeles area, 
affording correspondents prompt and thorough co-operation. 


benefits and dangers to mankind, but we 
have had no compiling and charting of 
data on a sufficiently broad base to de- 
termine actual results or trends. As this 
energy survey takes form and as results 
for typical industry groups are assem- 
bled and charted, many of the eminent 
company of scholars and scientists who 
constitute the University are vitally in- 
terested in conferring together concern- 
ing the data. The first such preliminary 
conference was held in December and 
others will follow. 

The data will be observed, criticized 
and discussed but of even greater im- 
portance will be the results of bringing 
to bear on this problem the resources 


of the economists, of the social scientists, 
of the workers in political theory and the 
philosophers. It is hoped eventually to 
bring some of our leading industrialists, 
bankers and business men into these 
conferences. Measurable facts are of 
great importance but only as they are 
interpreted in terms of those imponder- 
ables which directly touch human life 
and human endeavors. 

Without prejudice and uninfluenced 
by prepossessions, such a broad group 
of scholars, scientists and business men 
should organize for an attack on the 
problems thrown into bold relief by the 
factual data as it is assembled and they 
could be prepared to offer leadership and 


guidance on the way out of our be- 
wilderment. The machine was developed 
to answer the age-old cry of man for 
relief from tedious, back-breaking labor. 
It must remain the servant of mankind, 
We must find ways and means to make 
it continue to be a benefit and not to 
become a hindrance to the progress of 
organized society. 


Farm Mortgages 
(CONTINUED FROM PAGE 52) 


Land Banks either by absorption into 
the Federal Land Bank System or 
through the suggested new emergency 
credit corporation. 

There is much talk in Congress about 
scaling down interest and principal and 
declaring a moratorium on farm debts. 
The mid-west governors’ conference, 
which met last summer to adjust the 
grievances of the striking farmers of 
several states, recommended a virtual 
moratorium on all maturing farm obli- 
gations until the debts can be adjusted 
and refinanced at lower interest rates. 
Any form of moratorium, interest reduc- 
tion or similar adjustment, however, in- 
volves more than agriculture and would 
inevitably lead to repercussions in the 
banking and financial world far more 
serious than the present acute mortgage 
situation. 


ANOTHER PLAN 


AS an alternative to mortgage refi- 
nancing, control of crops and sales and 
all similar measures, the present Secre- 
tary of Agriculture offers a plan to go 
to the root of the trouble by raising 
prices through reducing production. In- 
stead of relying upon agreements among 
the farmers for restricted planting which 
the Federal Farm Board has vainly at- 
tempted to force upon the farmers dur- 
ing the past two years through the ac- 
tion of cooperative associations or other- 
wise, Secretary Hyde would raise a fund 
of from $150,000,000 to $200,000,000 
by a levy of eight cents per bushel on 
wheat and a proportional charge upon 
other farm products. With this fund the 
Government would take a ten-year lease 
with option of purchase on enough 
lands, principally the marginal lands, to 
reduce production to domestic require- 
ments and otherwise bring about “bal- 
anced production.” He is of the opinion 
that the adoption of this plan would 
immediately improve prices in anticipa- 
tion of ultimate results. 

This scheme would fit in with a plan, 
long entertained by many agricultural 
economists with much favor from the 
Government, for the Federal and state 


—— 
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governments to take over much of the 
poor lands now cluttering up the coun- 
try’s production and devote it to re- 
foresting or public park purposes. 

That the farm mortgage situation is 
serious over most of the country admits 
of no doubt. The price of farm products 
renders that inevitable. It is of extreme 


seriousness, however, only in certain sec- | 


tions and among certain classes of farms 
and farmers. About 60 per cent of the 
farms in the United States are free of 
mortgage incumbrance. Of the remain- 
ing 40 per cent, agricultural financial 
authorities agree that about 60 per cent 
are sound. Accordingly only about 16 
per cent of all farms in the nation are 
seriously involved at the present time— 
roughly, 1,000,000 farms, 300,000 of 
which have changed ownership through 
foreclosure. 

This proportion is somewhat less than 
the number of “marginal” farms whose 
operation is seldom profitable in normal 
times. It is only slightly greater than 
the sub-marginal farms whose oper- 
ation is never profitable but whose pro- 
duction is large enough seriously to 
affect farm prices in years of congested 
production. What the value of these 
sub-marginal lands at the present time 
may be, or what would be the cost of 
leasing them as proposed by Secretary 
of Agriculture Hyde, is doubtful, but to 
some it seems quite possible that the best 
way out of the present situation would 
be Governmental possession and con- 
trol of this troublesome acreage. They 
point out that it may cost some money 
—all schemes of price or farm control 
will cost money—but that at least the 
Government would have the land and 
real advance might be made toward that 
reforestation of the country which will 
ultimately be necessary if the American 
people are to have that supply of timber 
and other resources which they have so 
long wasted and may sorely need in the 
future. 


Behind the Bond News 


(CONTINUED FROM PAGE 5) 


debt position is as follows: certificates 
and bills in the amount of $2,800,000,- 
000 fall due this year, not including 
$134,000,000 of adjusted service certifi- 
cates. The accumulation of this large 
body of floating debt tends to make the 
whole investment market hand-to- 
mouth. Banks confine their acquisitions 
almost entirely to the shortest maturi- 
ties, and with banks refusing to take 
the leadership the long term market is 
on short diet. This kind of debt the 
Treasury is wisely consolidating in the 


ee 


HE “spotter” is a man of judg- 
ment. When he surveys for likely 
burglary and holdup prospects, he 
surveys the protection system first. 
He advises to strike only where 
resistance is weak. 


The banker must keep ahead of 
the criminal—and he can—by 
safeguarding his institution with a 
Bankers Electric protective system. 
Every banker owes it to himself 
and his bank, his employees and 
customers, to investigate thoroughly 


the necessity and advantages of 
this modern protection against 
organized crime. 


We invite bank officers to consult 
with our protection experts—or to 
send for explanatory literature. 


There is no obligation. 


ot a chance” 
they admit! 


A “bug” is 
the underworld term for an 
electrical burglar alarm. 


‘BANKERS €LECTRIC 


PROTECTIVE ASSOCIATION 


[ALARM] 


the controlled companies of the 


form of notes ranging in maturity from 
two to five years. Obligations of this 
character the banks absorb avidly, even 
though they are still steering clear of the 
long bonds. 

The Treasury has optional maturities 
this year of the $6,268,000,000 Fourth 
Liberty 414s, which can be called for 
payment in October, and the $536,000,- 
000 First Liberty 414s, which can be 
called for payment in June or December. 
The combined total of the two issues is 
$6,804,000,000. If they could be con- 
verted into a bond bearing 314 per cent 
interest, the saving to the Treasury, and 
hence to the taxpayer, would be $68,- 
000,000. 


It is submitted that the Treasury 
would be well advised to confine its 
long term financing operations to con- 
version of portions of the two Liberty 
414 per cent issues, rather than to try to 
fund the certificates into maturities more 
distant than those provided by notes. 
Now, in selling long term bonds the 
Treasury has to make an appeal to the 
individual investor. To catch the eye of 
the non-institutional investor the new 
bonds should be exempt of all taxes ex- 
cept estate and inheritance. Approxi- 
mately $16,000,000,000 of state and 
municipal bonds have this sweeping tax 
exemption; and how valuable the ex- 
emption is to a good borrower is shown 
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lf it was true then, it’s true Now 


In 1928 THOMAS A. EDISON said of the Electric Industry: 


“Development has 
only Well Begun” 


WO and a half million electric 

refrigerators, nine million ra- 
dios, half a million ranges, to cite 
a small part of progress, have been 
installed in millions of homes 
since 1928. On more than a quar- 
ter of a million farms motors have 
replaced muscle, and the number 
of industrial customers has in- 
creased by 63,000. 


Yet Today... 


50% of wired homes do not use 
electricity for more than lighting 
and the flat-iron. 


89% of farms are without electric 
power. 


45% of industrial power is not fur- 
nished by electric utilities. 


The statement —“Development has 
only well begun,”’ is still true. 


A Foundation for Future 
Growth 


The Associated Gas & Electric 
System serves 805,000 residential 


Associated Gas & Electric System 


61 BROADWAY 


electric customers who, during the 
last two years, increased their use 
of electricity at a faster than aver- 
age rate. The purchasing power of 
these customers is well up to the 
national average. 

Yet of the total number served, 
only... 


1 out of 6 owns an electric refrig- 
erator. 


1 out of 2 owns an electric radio. 
1 out of 33 owns an electric range. 


The installation of these three 
popular appliances increases four- 
fold the amount of electricity used. 


Increased Industrial Use 
Forecast 


Since 1929 more than 1,000 new 
power customers have been added 
by the Associated System. This in- 
crease forecasts greater industrial 
consumption than ever before as 
economic recovery progresses. 
For information about facilities, serv- 
ice, rates, write 


NEW YORK 


in the sale recently of an issue of New 
York State bonds on terms better than 
United States Government issues were 
claiming at the time. 

Besides the wealthy investor inter- 
ested in tax exemption, the small in- 
vestor can be made, under favorable 
conditions, a purchaser of Government 
bonds. Contrary to the experience in 
Great Britain and France, only a small 
amount of savings finds its way direct- 
ly into Government obligations in the 
United States. One important reason for 
this is the fact that savings banks have 
been offering more attractive rates than 
have most new issues of Government 
bonds. 

Since the depression began, however, 


the trend of interest rates has been 
downward, and now Government issues 
are in a better competitive position. 
Any savings which went into Govern- 
ment bonds directly, of course, would 
not lower the aggregate volume of bank 
deposits. Moreover, as savings and 
thrift rates are reduced the banks are in 
a better position to increase their hold- 
ings of Government bonds. The wide- 
spread and appreciable cuts in interest 
rates instituted in the last year have 
tended to improve the marketability of 
Government bonds. 

With the Government setting the 
pace, the year 1933 promises to see the 
movement toward lower interest rates 
carried much farther by means of vol- 


untary public and private conversion 
operations; such receiverships as occur 
will contribute toward the same end. 
The reduction in service charges so 
achieved will provide much needed re- 
lief to public and corporate budget alike. 
Railroads particularly need relief of this 
character. There are at least a score 
of carriers whose capitalization exceeds 
their valuation by the I. C. C., and in 
their case there is grave doubt whether 
the Government should continue to put 
up the funds to cover interest. 

From what has already taken place 
it is manifest that 1933 will be a year 
of important adjustments. Costs are be- 
ing reduced on all sides, and the dispari- 
ties in purchasing power as between 
various groups, such as manufacturing 
and farming, are being remedied. From 
these adjustments the bond market 
stands to emerge revivified in its old 
strength and popularity. 


The Engineer 
in Banking 


(CONTINUED FROM PAGE 12) 
the banker together to work side by side 
in treating sick businesses, in reorganiza- 
tions, and in rehabilitation work which 
will show fruitful results. 

A man with engineering experience 
can get the technical point of view of a 
manufacturer or a building or public 
works contractor more readily, and he 
can be more sympathetic in his atti- 
tude toward such clients. At the same 
time he is alert to any engineering dif- 
ficulties which would make it inadvis- 
able for the bank to handle the financ- 
ing. His knowledge of values and of de- 
preciation factors is useful in surveying 
and appraising plants. 

Few, if any, financial institutions re- 
quire a large engineering staff. One well 
known investment firm employs three 
engineers and two juniors. And, as the 
basis of all branches of engineering is 
analysis guided by scientific principles, 
these few men are capable of making 
surveys sufficient to show whether or not 
a project is to be considered seriously. 

Some bankers who were formerly pro- 
fessional engineers themselves have re- 
tained their memberships in technical 
societies, and although they are not in 
the active practice of engineering, they 
never lose its attitude of mind. When 
an industrial or public works project is 
brought to their attention, they visualize 
it in terms of blue prints as well as on 
balance sheets and prospectuses. Their 
analysis is both financial and technical, 
and they know where to obtain the 
necessary data. 


Canada’s Experience 
With LowPriced Wheat 


(CONTINUED FROM PAGE 35) 
land devoted to wheat in western Can- 


ada today which should have been left 
as cattle range. But the greatest efforts 
should be made in the way of substitu- 
tion. 

Thus, on one farm, where constant 
cropping and fallowing have reduced the 
top soil to the consistency of dust, part 
of the land would each year be planted 
with some coarse grain, such as rye, to 
be ploughed back into the soil. On an- 
other farm drastic measures for weed 
control would be instituted. In many 
districts live stock holdings would be 
increased, with the result that more 
grain would be converted into meats and 
dairy products. And throughout the en- 
tire grain belt each farmer would aim at 
as much self-sufficiency in food as his 
farm could provide. 

In all, about 3,000,000 acres could be 
taken out of wheat production by in- 
stituting these measures. Whether they 
will be undertaken voluntarily or 
brought about by further harsh experi- 
ence remains for the growers themselves. 
In my opinion, we shall see both forces 
operating to reduce the quantity of 
wheat that Canada usually has for ex- 
port, with a consequent improvement 
in wheat prices—provided her competi- 
tors do not accept the movement as a 
signal to increase their exportable sur- 
pluses, doing further injustice to their 
own cause. 


Chicago 

(CONTINUED FROM PAGE 55) 
stop the pollution of the water supply. 
The Drainage Canal was completed in 
1900 and, in addition to fulfilling its 
original purpose, it inspired renewed ac- 
tivity for a lakes-to-the-gulf waterway. 
There are objections, however, that the 
drainage is not purified soon enough, 
and there are legal limits as to the 
amounts of water that may be drawn 
from Lake Michigan. So, conditions 
point to more purification rather than 
increased flushing from the lake. 

The next era in Chicago’s develop- 
ment had to do with street improve- 
ments to facilitate traffic. Underground 
tunnels for small electric freight cars 
were opened in 1906, and_ tracks 


were elevated in 1908 to reduce acci- 
dents and to speed up the movement of 
vehicles on the street. 

Many of the neighborhood banks now 
serving the city were established since 
1900. Most of these are local trust and 


AMERICAN BANKERS ASSOCIATION JOURNAL, February 1933 


savings banks with capital proportionate 
to their zone. Among the banks having 
at least $1,000,000 capital and estab- 
lished -before the war period are the 
West Side Trust and Savings Bank 
(1905), the name of which gives its 
general location; the Mid-City Trust 
and Savings Bank (1911); the Liberty 
Trust and Savings Bank (1912) on the 
west side, now the Liberty Bank of Chi- 
cago; the Personal Loan and Savings 
Bank (1917); and the Cosmopolitan 
State Bank (1915) on the north side. 

Space does not allow the inclusion of 
many excellent smaller banks which are 
serving their respective neighborhoods 
in every section of the city. 


CITY PLANNING 


IN 1909 the Chicago Plan Commis- 
sion was appointed to systematize the 
improvements to be made in and about 
the city. The Michigan Boulevard Link 
bridge was completed early in the 20’s, 
opening up the near-north side commer- 
cially. New railroad stations were built 
—that of the Chicago and North West- 
ern being completed in 1911 at a cost of 
$25,000,000, and the Union Station in 
1925 at an expenditure of $80,000,000. 
Electrification was inaugurated on the 
Illinois Central suburban service in 
1926. Parks, beaches, amusement piers 
and boulevards were added all along 
the lake front to form a continuous 
chain. 

In the meantime great steel mills had 
come into Chicago, and to Calumet and 
Gary in the Chicago district which is 
accessible to the ore from Duluth and 
the coal from central Illinois. They 
offered an unsurpassed market. For 
years steel prices had been set at Pitts- 
burgh and were made plus the freight 
from there even if the destination were 
nearer Chicago, but in 1924 Chicago 
won equal consideration with Pitts- 
burgh, and from that time quoted prices 
plus the freight from Chicago. 

In October, 1926, the buildings on the 
south bank of the Chicago River were 
cleared away and a two-level drive was 
constructed, the name being changed 
from South Water Street to Wacker 
Drive in honor of Charles H. Wacker, 
the head of the Chicago Plan Commis- 
sion. Other streets are being straight- 
ened, or widened, or double-decked, to 
speed up the flow of traffic. 

The Continental Illinois Bank and 
Trust Company, with $75,000,000 capi- 
tal, was formed in 1929 by a merger of 
the Continental National Bank and 
Trust Company and the Illinois Mer- 
chants Trust Company, and last year 
returned to its earlier status as a na- 
tional bank. The Central Republic Bank 


CORPORATE 


TRUST SHARES 


COLLATERAL THAT 
BANKS ACCEPT 


Leading banks and trust 
companies in all parts of 
the United States accept 
Corporate Trust Shares as 
collateral on loans. 


This collateral is diversi- 
fied because the underlying 
portfolio includes the com- 
mon stocks of 30 strong 
American corporations. 


This collateral is readily 
marketable in the over-the- 
counter market. Current 
quotations can be obtained 
from almost any investment 
house or broker. And the 
underlying stocks—or cash 
—can always be promptly 
obtained from the trustee. 


120 Wall Street 


This is a fixed investment trust 
sponsored by 


ADMINISTRATIVE AND RESEARCH 


CORPORATION 


Manufacturing Company 


wants additional lines of metal products, pref- 
erably pressed metal, to manufacture and dis- 


tribute. Will consider purchase of going con- 
cern with established trade; 
lines that present makers wish to discontinue. 
Address Box W, % A. B. A. Journal—22 E. 40 


Cc. 
Just Out .... Entirely Different! 


Stoeger’s BLUE COVER Catalog No. 18 


SPORE 


509 Fifth Avenue (at 42nd St.) New Yor} 


New York 


or taking over 
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St., N. Y. City. 
America’s Most Complete Arms Catalog 
+ \ Contains over 2000 American & Imported 
Rifles, Shotguns, Pistols, New Models, Gunstocks, 
Scopes, Targets, Ammunition, Parts & Accessories, de- 
scribed with new prices. Over 1100 illustrations. This re- 
markablecatalog now ready forevery gun ownerand shooter. 
ow Send 25¢ in stamps for this 144 page Arms we 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC Notes 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MOorTors 
ACCEPTANCE CORPORATION 


OFFICES 
Executive Office - 


IN 


CAPITAL AND SURPLUS 


and Trust Company was formed in 
1931 by merger of the Central Trust 
Company of Illinois, the National Bank 
of the Republic and the Chicago Trust 
Company. 

Other established banks with at 
least $1,000,000 capital are the Straus 
National Bank and Trust Company 
(1928), now the American National 
Bank and Trust Company; the Chicago 
City Bank and Trust Company (1893), 
located to the southwest; the Madison- 
Kedzie Trust and Savings Bank (1930) ; 
and the City National Bank and Trust 
Company (1932), of which Charles G. 
Dawes is chairman of the board. 


100TH ANNIVERSARY 


CHICAGO is determined to make the 
celebration of her 100th year fully as 
epoch-making as the World’s Columbian 
Exposition of 1893, and greater in pro- 
portion to the size of the city. With 
Rufus C. Dawes as president of the 
board of trustees, the exposition has 
been financed with a $10,000,000 gold 
note issue secured by 40 per cent of 
the gate receipts and by $12,175,000 of 
individual guarantees. It has been 
named “A Century of Progress Exposi- 
tion”, and will give “the highest expres- 
sion of man’s accomplishments’. Islands 
comprising 1,200 acres have been built 
in Lake Michigan for the exhibition 
buildings and grounds. 

Just as the United States Centennial 
in Philadelphia in 1876 rather definitely 
marked the recovery from the depres- 
sion of 1873, will the Chicago centennial 
mark the recognized recovery from the 
present depression? 


PRINCIPAL 
BroaDWway at 57TH STREET ~ 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 


Waiver Agreements 


(CONTINUED FROM PAGE 44) 
The new currency was introduced with- 
out difficulty a few years ago; hundreds 
of country bankers have been surprised 
to learn how docilely depositors have 
accepted service charges on checking ac- 
counts. 

It is reported that some bankers, when 
faced with runs, have refused to pay 
claims except to the most needy deposi- 
tors, and that depositors have submitted 
to this arbitrary procedure. How they 
would respond to the suggested form of 
deposit contract is difficult to foretell, 
but no one is better qualified to answer 
this question than the country banker, 
who is in position to feel every cross 
current of local confidence or distrust. 
From a more distant point of observa- 
tion, it seems probable that much will 
depend upon the way in which the plan 
is presented to depositors. 


DEPOSITORS’ ACCEPTANCE 


IF it were not thought that public 
confidence would be further shattered 
by an attempt to put some such plan 
into effect, the question still remains: 
what if a considerable number of time 
depositors would refuse to accept it? If 
only one banker in a community were 
striving to adopt the plan, it is probable 
that he would lose business to his com- 
petitors. But if country bankers pre- 
sented a united front, depositors would 
either have to accept the plan, or place 
their funds on demand, or simply with- 
draw their funds and possibly purchase 
some other form of investment. 
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The alternatives to acceptance of the 
plan are not as bad as they might ap- 
pear. It is admitted that banks whose 
liquid resources are depleted would be 
seriously embarrassed if a large volume 
of withdrawals occurred. In so far as 
those depositors to whom the suggested 
form of time contract is unacceptable 
would leave their funds on demand, 
however, the country bank often would 
be benefited. Such funds would draw 
no interest, or at least interest at a lower 
rate than is paid on time accounts, and 
bankers could then afford to acquire 
such low earning assets as they might 
consider to be highly liquid. Moreover, 
bankers would have advance notice of 
the probable withdrawals of such funds 
and would not be misled into investing 
them in slow turning local loans. 
Funds withdrawn would provide op- 
portunity for the banker to earn a com- 
mission by effecting a sale of invest- 
ments that were more suitable than time 
deposit contracts to the needs of the 
depositor. It would not always be pos- 
sible to realize on this opportunity, but 
to the extent that sales couid be effected, 
the net earnings would, in many in- 
stances, be greater than if the funds 
were left in the present form of time 
account and invested by the banker in 
low earning assets. It is difficult, indeed, 
to see how country bankers can continue 
paying the present rates on time de- 
posits if they are forced to seek greater 
liquidity in the open markets. 


CONFIDENCE IN MAKING LOANS 


DEPOSIT contracts which would limit 
withdrawals from time and savings ac- 
counts would not meet the needs of all 
depositors. Such depositors and their 
bankers would be best situated if their 
funds were placed in suitable short term 
investments. But large numbers of de- 
positors do not need their funds within 
short periods of time and do not call for 
them, unless excited by fear. To the 
extent that this group would accept the 
longer term, or limited withdrawal, con- 
tracts, country bankers would have 
added confidence in making their loans 
and investments. 

Greater assurance of the stability of 
deposits is needed if country bankers 
are to render safely a satisfactory credit 
service to their local customers. Without 
such assurance they are likely to seek 
much greater liquidity in outside mar- 
kets. While this may be desirable within 
moderate limits, the fact remains that it 
would cause country bankers to depart 
further from the field of investment they 
best understand, and to enter further 
into a field better understood by others. 


= 
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The Federal Budget 


(CONTINUED FROM PAGE 17) 

1932, on which next year’s taxes will be 
based, amounted to $42,950,000 as com- 
pared with $332,110,000 for the same 
period of the previous year, while re- 
ports from 205 corporations for the first 
nine months of 1932 show net profits of 
$18,013,000 as compared with $363,- 
781,000 in the same period of 1931. 

There is reason to anticipate, also, 
that the falling off in revenue from in- 
dividual incomes will be heavier than 
expected. The new rates draw upon 
lower bracket incomes which are more 
stable than the larger incomes. Between 
1930 and 1931, incomes from $5,000 to 
$10,000 dropped only 23.7 per cent as 
compared with 33.5 per cent on incomes 
of from $10,000 to $100,000, and 48 per 
cent on incomes above that limit. Ac- 
cordingly, the new rates may produce 
something like the income expected 
from that class. 

Higher bracket incomes, however, 
come largely from corporation sources 
and they are likely to show a much 
greater decrease than anticipated when 
the law was drawn a year ago. This 
decrease is progressive in its effect upon 
revenues. As individual incomes in- 
creased prior to 1930, the increase 
brought them into the higher brackets 
and subjected them to a higher tax rate. 
As they now decrease they are brought 
into lower rate schedules so that the 
revenue decreases much more rapidly 
than the incomes. 


OTHER TAXES 


TAXES anticipated on other accounts 
are subject to the same uncertainty. The 
falling off in revenue from import duties, 
excise imposts, estate taxes, and all the 
way down the list during the current 
year, aS compared with what was ex- 
pected six or seven months ago, is partly 
the result of official miscalculation but 
mostly the result of decreasing volume 
of business. Revenue in the next 18 
months on the basis of present and pro- 
jected laws depends entirely upon the 
course of business. If business picks up, 
the budget may be balanced; if business 
does not pick up, the budget will not 
be balanced, no matter how loudly Con- 
gress may proclaim it. 

To the uncertainties of income may 
be added the uncertainties of outgo in 
other respects than those of economy. 
No one knows what form the new farm 
relief bill will assume but, whatever its 
form, it is certain to cost money. If 
either the domestic allotment, the pre- 
war parity or equalization fee bill is 
passed, it will involve heavy appropria- 


tions at first no matter what provisions 
it may contain for a revolving fund or 
self-sustaining organization. Such ap- 
propriations must be cared for by ne 
taxation or new bonds. 

What form the farm mortgage relief 
bill will take also is uncertain but there 
are possibilities of vast expenditures in 
such a measure—all to be cared for by 
the tax payer directly or by the bond 
route. There are proposals to separate 
expenditures for public construction 
from the budget, to cover them by bond 
issues, and thus to balance the budget. 
However, it is a little difficult to under- 
stand the difference between a public 
works bond and any other kind of bond. 
They both draw interest. 


WAR DEBT PROBLEM 


OVER the entire budget situation hangs 
one other uncertainty—or certainty, de- 
pending upon how one looks at it. The 
deficit declared probable for the cur- 
rent fiscal year is based upon the as- 
sumption that we will receive $73,499,- 
881 as principal and $195,094,693 as in- 
terest on intergovernment debts. Over 
$25,000,000 of this amount is already 
in default. 

The deficit anticipated for the next 
fiscal year is based upon the assump- 
tion that the United States will receive 
$123,018,315 as principal and $205,724,- 
562 as interest on these same debts in 
the course of the year. How much of 
these debts the United States will ac- 
tually receive is yet to be seen. Certainly 
not much. But upon such a basis is the 
budget of the nation balanced. 


Editorials 


(CONTINUED FROM PAGE 30) 
handled by: inexperienced or indiscreet 
trust departments may bring under sus- 
picion all the trust institutions through- 
out the community. 

In view of these vital and inescapable 
relations that do exist between trust 
departments, the experienced, well man- 
aged trust departments, now as never 
before perhaps, must in self defense, if 
for no higher motive, act the big brother 
to young, inexperienced trust depart- 
ments. 

In times like these more is needed 
between trust departments than cordial 
hospitality and good will. The small 
trust department, realizing the interde- 
pendence of all fiduciary institutions, 
should seek and the large trust depart- 
ment, realizing its responsibility, should 
freely offer practical help in solving all 
manner of organization, personnel, 
equipment, property-management, and 
investment problems. 


oresight 


The new 30-story Girard Trust 
Company Building is attracting 
the attention of progressive busi- 
ness and professional men who 
realize the importance of location 
and environment to the future 
growth of their business. 

An examination of the operating 
economies that result from in- 
creased office efficiency and more 
advantageously planned space 
which this building offers may 
reveal factors of utmostimportance 
to your business, 
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Your Journals 


Sources of Information 


I. usefulness of a pub- 


lication like the JourNAL 
hinges upon the amount 
of experience and the de- 
gree of authority pos- 
sessed by those who con- 
tribute to its pages. 

In selecting its contrib- 
utors, the JouRNAL uses 
meticulous care. Every 
subject is selected by an 
editorial committee in 
close touch with the Divi- 


In This Issue 


Francis H. Sisson 


The Dangers of Divorcing In- 
vestment from Commercial 
Banking 


George E. Anderson 


Farm Mortgages and Their 

Bearing both upon the Farmer 

and the Country’s Financial In- 
stitutions 


George W. Edwards 


Bond Prices and the Relation- 
ship between Earning Power and 
Market Position 


The Wage Earner’s Profit from 
Power Machinery 


men, who have prepared 
for your use and guidance: 

Four articles on nego- 
tiable instruments, 

Fifteen articles on trust 
functions, 

Twenty-four articles on 
investments, 

Twenty-five articles on 
bank management, 

Fifty-seven articles on 
economics, 

Eleven articles on credit 


sions, Commissions and 
Committees of the Amer- 
ican Bankers Association, and therefore in 
possession of a broad knowledge of bank- 
ing’s current outstanding problems. Once 
the subjects for discussion are settled upon, 
the best available writers are engaged to 
deal with them, and their work is again 
checked for accuracy by the editorial com- 
mittee and its counsellors. 

During the past year, the JourNAL’s 
list of contributors exceeded two hundred 


management, 
Twenty-three articles on 

bank organization and operation, 

Forty-four articles on money, 

Eleven articles on commercial law, 

Two articles on analyzing financial 
statements 

At all times a sound grasp of economics 
is essential. Banking possesses in the Jour- 
naL the logical mechanism for presenting 
such information from the banking view- 
point. Our aim is to increase its value. 
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CONVENTION 
CALENDAR (1933) 


A. B. A. MEETINGS 


Feb. 14-16 


Mar. 8-9 
Mar. 15-16 
Mar. 22-23 
April 

April 10-12 


June 12-16 


14th Annual Mid-Winter 
Trust Conference, New York 
City. 

Central Bank Management 
Conference, Indianapolis. 
Mid-Western Bank Manage- 
ment Conference, Omaha. 
Eastern Bank Management 
Conference, Philadelphia. 
Southern Trust Conference, 
Richmond, Va. 

Spring Meeting, Executive 
Council, Augusta, Ga. 
A.I.B. Convention, Chicago. 


State Associations 


Feb. 10 
Feb. 22 
Mar. 17-18 
April 

May 

May 5-6 
May 9-10 
May 16-17 
May 16-18 
May 17-19 
May 18-19 
May 18-20 
May 23-24 
June 1-2 
June 5-6 
June 8-9 


June 16-17 


June 19-21 
June 20-22 


June 22-24 
June 

Sept. 1-2 
Sept. 7 
Sept. 

No Date 


No Date 


Mid- Winter Dinner Connecti- 
cut Bankers Association, 
Bridgeport. 

Vermont Bankers Association. 
Florida Bankers Association, 
Orlando. 

North Carolina Bankers As- 
sociation, Pinehurst. 

Georgia Bankers Association, 
Macon. 

New Mexico Bankers Asso- 
ciation, Albuquerque. 
Tennessee Bankers Associa- 
tion, Nashville. 

Missouri Bankers Associa- 
tion. 

Texas Bankers Association, 
Mineral Wells. 

Pennsylvania Bankers Asso- 
ciation, Atlantic City, N. J. 
Alabama Bankers Associa- 
tion, Montgomery. 

New Jersey Bankers Associa- 
tion, Atlantic City. 
Oklahoma Bankers Associa- 
tion, Oklahoma City. 

South Dakota Bankers As- 
sociation, Mitchell. 

Illinois Bankers Association, 
Chicago. 

West Virginia Bankers Asso- 
ciation, White Sulphur 
Springs. 

Maine Bankers Association, 
Rangeley. 

Iowa Bankers Association. 
Wisconsin Bankers Associa- 
tion, Green Lake, Wis. 
Virginia Bankers Association, 
Hot Springs. 

Minnesota Bankers Associa- 
tion, Minneapolis. 

Wyoming Bankers Associa- 
tion, Casper. 

Delaware Bankers Associa- 
tion, Rehoboth. 

Kentucky Bankers Associa- 
tion, Louisville. 

California Bankers Associa- 
tion, Pasadena. 

Kansas Bankers Association, 
Salina. 


Other Financial 


Feb. 22-23 
April 12 


Western Morris Plan Bank- 
ers Association, St. Louis. 
Connecticut Safe Deposit As- 
sociation, Hartford. 


What Is It? 


Columbus Dispatch 
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This Month’s Question— 


What form should farm mortgage relief take in order to ease the 


farmers’ burden with least inconvenience to banks, insurance 


companies and other investors and with fairness to the debtors? 


Answers must be received by February 10. 
Fifty dollars will be paid for the best 150- 
word answer. The details are on this page. 


What Way 
to Farm 
Mortgage 
Relief? 


NDER our eyes today, banking is 
undergoing a rapid process of 
evolution. Important new factors 

are upsetting long-established practice 
in regard to loans and investments. The 
ratio between operating costs and de- 
posit volume is not the ratio of earlier 
banking experience. The uncertainty of 
prospective legislation lies more heavily 
today upon banking than ever before 
and in legislative workshops, men are 
working on ideas which contemplate 
changes in the whole structure of bank- 
ing. Discussion of various kinds of de- 
posit guaranties is one example of 
the important current developments af- 
fecting banking. The knowledge and ex- 
perience of theast must be constantly 
supplemented by a study of all these 
new trends in all their ramifications by 
the banker who wishes to participate 
fully in the financial growth of the 
future. 

Changing conditions, at every stage 
in history, have brought with them op- 
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portunities for new men—men free from 
the prejudices or traditions of the past, 
able and eager to take their part in 
shaping the methods and policies of the 
future. These men, inevitably, are 
students. They know before they act 
and act only because they know. It is 
an obligation weighing upon all of us 
in banking to see that these new men, in 
their formative stages, have access to 
the right kind of information—facts that 
will get them started on the right track. 

The various textbooks of the Ameri- 
can Institute of Banking are comprehen- 
sive and give the basic, permanent facts 
upon which banking is founded. The In- 
stitute’s new booklet dealing with cur- 
rent national legislation affecting the 
banking structure indicates its practical 
interest in keeping the student body in 
touch with new trends. 

A close check of the JOURNAL’S con- 
tents over a period of months will show 
that students pursuing Institute courses 
might well be encouraged to supplement 
their studies of the standard texts with 
regular reading of the JOURNAL. 

This same principle can be applied 
with equal benefits to the younger men, 
the “new men” of the future in every 
banking institution in the country. 

To stimulate interest in the clearer 
understanding of current problems, 
which is so essential to future banking 
success, the JOURNAL is ready to take 
the initiative by offering, over a period 
of months, cash prizes for the best 150- 
word essays on subjects which are being 
treated in its current articles. For in- 
stance, there is published in this number 
a useful article on the farm mortgage 
situation. Mortgages are a tremendous 
burden upon the farmer today, but the 
exact form relief should take is a ques- 


tion that will be very difficult to answer. 

The JOURNAL, therefore, offers $50 
for the best 150-word article answering 
the question, ‘““What form should farm 
mortgage relief take in order to ease the 
farmers’ burden with least inconvenience 
to banks, insurance companies, and other 
investors and with fairness to the debt- 
ors?”, and adds another $25 for the 
second best article, with five other pay- 
ments of $5 each for other worthy con- 
tributions, all of them to be published in 
the March JOURNAL, provided they are 
received by the 10th of February. 

These articles must be limited to 150 
words each, because of space limitations. 
Also brevity is often the best test of 
knowledge and 150 words may be better 
than ten times that many. One can be 
sure that every contributor who confines 
himself to 150 words has really made a 
comprehensive study of his subject and 
has acquired much of the basic knowl- 
edge of at least one big problem that he 
must have if he is to be one of the “new 
men” of the future. 


IN CONCLUSION 


IF this proposal should prove effective 
in stimulating helpful ideas for the sola- 
tion of current banking problems, the 
JOURNAL would propose a new question 
each month. 

The replies would be passed upon by 
an editorial committee under the chair- 
manship of some well-known authority 
not connected with the work, either of 
the Institute or the JOURNAL. 

Finally, it should be pointed out that 
this plan is advanced in the belief that 
it embodies an idea worthy of consider- 
ation by chapters of the American Insti- 
tute of Banking and in every bank, large 
or small, throughout the country. 
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